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Back in 1900 when the Paris exposition was at its height, 
Otis Elevator Company presented there an entirely new 
mode of vertical transportation—the moving staircase or 
escalator. Today escalators are known everywhere. These 
endless chains of moving steps carry millions of people 
who regard them as modern features to daily life. 
Because the Otis escalator needs no attendants and 
uses no extra power in repeated starting and stopping, its 
cost of operation is comparatively low. Because it is 
always moving, it has the large capacity of four to eight 
thousand persons per hour. Because it will carry passen- 
gers either up or down, depending on the flow of the traffic, 
it is highly flexible. Because of all these things, its im- 
portance as a solution to many vertical transportation 
problems increases from day to day. You will find it 
leading not only to upper floors of department stores, 
but also to second-floor banking quarters, to upper-floor 
restaurants, to subways and elevated trains — in theatres, 


mills, factories — wherever there are cities and people. 

The escalator represents only one type of vertical 
transportation as perfected by Otis Elevator Company. 
Otis passenger elevators are recognized throughout the 
world for fine performance. Freight and special types of 
elevators have been created for nearly every conceivable 
purpose. These and the incline railway, the furnace hoist, 
even the electric dumbwaiter, are all manufactured by 
Otis. And the many and varied problems in vertical trans 
portation of today receive the most economical solutions 
possible through the scientific application of these differ- 
ent types of Otis equipment. 

If you have a problem in vertical transportation, i 
connection with either a modernization project or a new 
building program, you are invited to lay it before the 
engineers of Otis. They will give you the benefit of their 
wide experience and without cost. Otis Elevator Company 
— offices in all the principal cities. 
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Behind the 


N THE last month an event of momentous importance 
| has been mirrored in the bond market. That event is the 
Glass-Steagall bill, and bond prices have greeted it with 
a significant rise. The advance in United States government 
obligations has been nothing short of remarkable, the gains 
amounting to several points and the volume of trading in- 
creasing notably. With the premier promise to pay display- 
ing a good tone, other issues have met a good demand. 
The Glass-Steagall bill has provided the second impor- 
tant change in the status of Government bonds with refer- 
ence to the banks since the emergency legislation was passed 
in 1917 authorizing the Federal Reserve to lend to member 
banks on their own notes collateraled by Treasury issues. 
That measure was intended primarily as a war financing in- 
strument, but it has remained on the books more than four- 
teen years after the close of the war. 


NE of the principal features of the 
Glass-Steagall bill—that permitting 
the Federal Reserve, in the event of a _ 
shortage of bills discounted and bills 
bought, to deposit purchased Govern- 
ment securities as eligible collateral for 
the note issue—is designed as an offset 
to the condition arising, on the one 
hand, from an outpour of gold and, on 
the other, from an_ unprecedented 
amount of hoarding of currency. But 
just as the rediscount of Government 
securities by the Federal Reserve has 
turned out to have a longer life than 
was at first anticipated, so it may de- 
velop that the other measure conceived in an emergency 
may prove to have virtues recommending its permanent 
adoption. 

The prices of Government issues have improved so appre- 
ciably that it is evident the market believes that the desir- 
ability of the obligations from a market standpoint has 
been enormously enhanced. This change can best be de- 
scribed as one which unfetters the hands of the Federal 
Reserve in the open market. Up to now the system has had 
to operate in the open market in observance of a set of rules 
not entirely dissimilar to those thrown about, say, the writ- 
ing of poetry. 

It has not been permitted the Federal Reserve to achieve 
open market aims in a direct fashion; it has had, instead, 
to go about its plans in keeping with a set of arbitrary rules, 
in the fashion of a poet who cannot be content with an eli- 
gible word if it merely conveys his thought, but must de- 
termine also if it rhymes and fits the meter. So also has the 
Federal Reserve been forced to adapt its policy to the meter 
thought best in 1914, before a war developed, before the 
financial habits of business changed greatly, before money 
markets were put to the constant threat of a vast amount of 
foreign short term balances, and before hoarding assumed 
large proportions. 


Bond News 


It was a pretty formula which the founding fathers of 
the Federal Reserve laid down before the war, and it is 
unquestionably one that is workable in ordinary times. The 
eye of the theorist can fix with delight on the provision that 
Federal Reserve notes be backed 40 per cent by gold and 60 
per cent by commercial paper. But to say that only the gold 
and commercial paper of a bank of issue, of all the institu- 
tion’s assets, are eligible behind notes is tantamount to the 
tying of a person’s hands when a genuine test of his 
strength develops. One does not liquidate central banks; 
no situation could arise in which the Federal Reserve 
would have to pay off its notes. It is wise, therefore, that 
no partition be set up among its assets, saying that the 
assets in this room are eligible behind its notes, while 
those in the other room are not. 

It is too early to say whether the Fed- 
eral Reserve will take immediate advan- 
tage of the new privileges given it. The 
market, however, has not thought it 
necessary to wait to see whether the 
Federal Reserve will buy more Govern- 
ments soon, but has been content, as 
evidenced by the rising prices for the 
issues, with the condition that Govern- 
ments can now take rank, if the need be, 
with commercial paper as one of the 
preferred assets of the system and that 
member banks can now, if they care to, 
make even greater use of the right to 

borrow on Governments. 

Mindful of the requirements of its 
note cover, the system has had to en- 
courage borrowing on commercial paper. 

This has conferred upon the notes of customers a sort of 
negotiability that does not intrinsically belong to them. All 
of the commercial paper in a bank’s portfolio may be un- 
impeachably good, but only the future can demonstrate 
that all of it is good. With the case of Governments, how- 
ever, no further trial is needed to prove that they are a 
prime obligation, with a ready market. Increased avail- 
ability of Governments for borrowing purposes has helped 
in the price recovery of the last month. Added to this price 
influence is the new one that the Federal Reserve will, dur- 
ing the life of the Glass-Steagall privilege, be freer to trade 
in and out of Governments, thus broadening the market, at 
least theoretically. 


NDICATIONS that the Republicans and Democrats in 
Washington are as one in their desire to see the budget 
balanced have been noted with approval by the market. Aid 
has come from another direction, too. Technically, the 
market was improved when the Reconstruction Finance 
Corporation began business. This corporation, together with 
National Credit, has relieved any and all banks of the 
necessity of liquidating long term Governments at deflated 
prices to raise cash. Member (CONTINUED ON PAGE 597) 
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DIVIDENDS 


WE DECLARE EXTRA 


The A.B. A. Advertising Manager 
just phoned us. Not to ask us to lunch (as 
he used to before he sold us this adver- 
tising space), but to ask us a question. 

“If you sell food at the lowest pos- 
sible prices, as your advertising states,” 
says he, “how is it possible for you to 
run special sales? In other words, if 
your every day prices are at rock 
bottom, how can you get them any 
lower on bargain days?” 


“How can a company declare extra 
dividends?” we said, not meaning to 
bring that up, but simply by way of 
illustration. And it’s the best illustra- 
tion we know of. 

We think that a net profit of between 


234% and 3% is about all we ought to 


take; and we figure our prices as closely 
as we can to give us that profit. But 
operating as we do in a constantly 
fluctuating market, it is impossible for 
our pricing to be exact. Small, unex- 
pected savings and losses are always 
creeping in; and in a going business, 
savings naturally exceed losses. 

These unforeseen profits, small in 
themselves, pile up into considerable 
sums in a business as large as ours. 
So we pass them back to our custom- 
ers in the form of special sales. 

Our every day low prices pay our 
customers regular dividends in the 
form of regular savings. Our special 
sale prices pay extra dividends from 
accrued earnings. 


The Great ATLANTIC & PACIFIC 


Tea Company 


Every \ 

>. week 
G: 
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1 (Geneva) Sixty nations open dis- 


armament discussions here as war 
clouds hover over the Orient. 
(Washington) France and Italy 
align themselves with United 
States and Great Britain to pro- 
tect foreigners in Sino-Japanese 
hostilities in China. (Nanking) 
Japanese cruisers shell Chinese 
fort; terrify city. (Washington) 
Bankers are accused by Senator 
Glass of attempting to sabotage 
his banking measure. (New 
York) Stock prices soar on settle- 
ment of railroad wage dispute 
saving carriers $210,000,000 an- 
nually. 


(Albany) Governor Franklin D. 
Roosevelt of New York, leading 
candidate for Democratic Presi- 
dential nomination, breaks silence 
on international affairs; renounces 
League of Nations, decries high 
tariffs, and opposes debt cancella- 
tion. (Washington) Japanese 
cabinet is presented with five- 
point peace proposed by United 
States, Great Britain, France and 
Italy; truce at Shanghai and crea- 
tion of neutral zone’ urged. 
(Washington) Two-billion-dollar 
Reconstruction Finance Corpora- 
tion organizes and gets down to 
work. (New York) U. S. Steel 
Corporation offers 200,000 shares 
to workers at $40, lowest price on 
record. 


(Washington) Andrew W. Mel- 
lon, after 11 years at head of 
Treasury Department, accepts ap- 
pointment to succeed Gen. Chas. 
G. Dawes as Ambassador to Court 
of St. James’s. (Washington ) Presi- 
dent Hoover calls on nation to 
end hoarding. (Shanghai) Hos- 
tilities between Chinese and Jap- 


anese resumed for seventh day. 
(New York) General Motors cuts 
dividend to $2 from $3 annually. 


(Washington) Ogden L. Mills 
named by President Hoover to 
succeed Andrew W. Mellon as 
Secretary of the Treasury. (Lon- 
don) England abandons free trade 
after a century’s adherence to it 
as cornerstone of fiscal-industrial 
policy; general tariff of 10 per 
cent will become effective on 
March 1. (Shanghai) Japanese 
open fresh offensive as Washing- 
ton prepares new peace overtures. 


(Tokio) Peace move set back as 
Japan orders 20,000 troops to 
Shanghai. (Washington) Mellon 
confirmed as Ambassador; Mills’ 
name is sent to the Senate. Col- 
onel Frank Knox, publisher of 
Chicago Daily News, named to 
head anti-hoarding drive. (Gen- 
eva) France proposes arming 
League of Nations as super-state. 
(Albany) Governor Roosevelt 
says his prohibition views have 
not changed since 1930, when he 
abrogated repeal of 18th amend- 
ment. 


(Washington) Spokesmen for 20,- 
000,000 pledge aid to President 
in nation-wide “crusade” against 
hoarding. (Tokio) Japan denies 
planning “war of aggression’; 
seeking only establishment of 
peace and prosperity in China, 
say spokesmen. 


(New York) Alfred E. Smith an- 
nounces he will accept second 
nomination for Presidency if of- 
fered to him by National Conven- 
tion. (Washington) U. S. defers 
peace (CONTINUED ON PAGE VIII) 


ago, The Montross and Clarke Bill 
Strap has proved to be an immedi- 
ate success. Banks were quick to 
realize its value and advantages as the 
ideal strap for the wrapping of money. 


The ion only a short time 


Our Bill Straps are made from extra 
strong buff Kraft paper which insures 
secure wrapping. One end of the 
strap is liberally gummed with heavy 
glue to eliminate the use of pins. Once 
stuck, the strap will not separate unless 
cut or torn. Large numerals are printed 
in two positions so as to be easily dis- 
cernible from several angles. Each de- 
nomination is printed in its individual 
bright color which will assist in fast 
identification. These Bill Straps are 
made in popular denominations. We 
can also supply a Bill Strap without 
numerals which you will find handy for 
wrapping odd amounts. 

We also carry in stock for immediate 
delivery a full line of Coin Wrappers, 
made from gray Kraft stock, printed 
in bright colors, Cut on the bias for 
tight and easy rolling. 

Prices with samples will be gladly 
furnished upon réquest. 


MONTROSS & CLARKE CO., Inc. 
PRINTERS 


30-38 Ferry Street New York City 


vil 
ENEMY BACKS | 
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It is a 
Noteworthy 
Fact 


that good bank management 
concerns itself with care and 
discrimination in the choice 
of correspondents. Strong 
banks entrust their business 
only to institutions of proven 


strength and reputation. 


We take pride in the fact that 
thirty-six of the fifty largest 
banks in the United States 


carry accounts with us. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


action in Far East; W. Cameron 
Forbes, American Ambassador to 
Japan, declares he is “no longer 
able to believe statements issued 
by Japanese government.” 


(Geneva) Britain urges 25 per 
cent arms cut. (Shanghai) Jap. 
anese renew Chapei offensive; 
Russia _ strengthening Siberian 
forts against coup from Man. 
churia. (Basle) B. I. S. to aid 
South American countries in 
maintaining gold standard. 
(Washington) House kills Cap- 
per plan to distribute 40 million 
bushels of wheat to idle. 


(Washington) New tax rise of 
455 millions needed, Acting Secre- 
tary of Treasury Mills tells Ways 
and Means Committee. Labor de- 
clares for direct U. S. aid for job- 
less. (Tokio) Junnosuke Inouye, 
former Japanese Finance Minister 
and upholder of gold standard, is 
assassinated. (Geneva) Hugh S. 
Gibson, American Ambassador to 
Belgium, outlines nine-point 
American disarmament program; 
Chancellor Bruening of Germany 
asks general arms cut. (New 
York) Building Trades Unions 
reject 25 per cent wage slash pro- 
posal. Estate of late Paul M. 
Warburg goes to wife in life-time 
trust. 


(Washington) Administration an- 
nounces plans for __liberalizing 
banking laws; new bill, to be spon- 
sored in Senate by Carter Glass, 
will broaden rediscount basis and 
add to Reserve’s “free” gold by 
change in note security provisions. 
Mills and Ballantine confirmed as 
Secretary and Under Secretary of 
Treasury, respectively. (Shanghai) 
U. S. prepares to remove citizens 
from danger zone. (Minot, N. D.) 
North Dakota plans to enter Al- 
fred E. Smith in preferential pri- 
maries on March 15. (Washing- 
ton) Secretary of War Patrick 
J. Hurley opposes freedom of 
Philippines at this time. (Beverly 
Hills, Cal.) Edgar Wallace, writer 
of mystery stories, dies. (New 
York) Unfilled orders of Steel 
Corporation at end of January 
lowest since 1911. 


(New York) Stock, bond, and 
commodity prices soar as Glass- 
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Steagall Bill is introduced in Con- | 

gress. (Washington) Homer S.' IN PITTSBURGH 7 of the 8 leading banks 
Cummings, former Democratic 

National Chairman, will direct 

Roosevelt Presidential campaign. 

(Paris) England and France re- | : : 

aa ee supply their customers with checks made on 
problem. (Shanghai) Japanese | 
apologize to U. S. for bombing of 
mill in international settlement. 
(Geneva) Russia proposes full 
arms slash at peace conference. 
(Detroit) Ford to bring out new 
four and eight cylinder models. 


La Monte Safety Paper . . Here, as in all 


(Washington) Bank aid bill wins | 
backing in two Houses. President | 
makes Lincoln’s Birthday appeal 

for national unity against forces 

of depression. Kentucky called ey y 
“lawless”; House inquiry asked ~ = 
by Congressman Black of New | OUT 12) E 
York. 


(New York) Over 2,600,000 
shares change hands on Stock Ex- 
change in enthusiastic two-hour 
session; prices up 3 to 15 points 
on strength of new banking legis- 
lation. (Hawaii) “Attacking” | 
fleet wins war game by “captur- 
ing” island in annual winter | : 
maneuvers, (Berlin) Long de-| financial and industrial centers the country over, 
ferred talk on reparations reported 
scheduled for June at Lausanne. 
(Shanghai) Chinese claim vic- 
tory in Woosung battle; reinforce. | La Monte is the preferred check paper, accepted, 
ments arrive from Japan. (New 
York) American Can Company 
reports earnings of $5.11 a share ; : ig 
on $25 common stock. used, and appreciated for its safety, durability; 


14, (Berlin) Bruening, in radio ad- 
dress, demands arms equality for 
Germany. (Shanghai) Attack by| for the distinction it lends to every transaction. 
25,000 Japanese troops now look- 
ed for. (Washington) Henry T. 
Rainey, of Illinois, House ma- 
jority leader, out for Roosevelt. | George La Monte & Son, 6] Broadway, New 
(Washington) U. S. exports down 
37 per cent in 1931, imports down 
32 per cent, finds Department of 
Commerce. Mortgage Bankers| Yo rk City. 
Association, declaring country 
overbuilt, plans to oppose Presi- | 
dent’s Home Loan plan. (New 
York) Geraldine Farrar, who quit 
opera at 40, adheres to schedule 


(Paris) France moving toward | LA MONTE SAFETY PAPER FOR CHECKS 


deficit, budget expert finds. (Pitts- 
burgh) Steel mills expect sharp | NATIONAL SAFETY PAPER...BANKERS SAFETY PAPER 


rise on Ford re-opening. SAFETY CHECK PAPER... ANCHOR SAFETY PAPER... EX- 


(Washington) Bank aid bill wins CHANGE SAFETY PAPER—ALL LA MONTE PAPERS—ALL SAFE 
in (CONTINUED ON PAGE 604) | 
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gain PONTIAC DEALERS HAVE 


Pontiac —both the Six and the V-Eight—has met with a 
remarkable reception. When you see the cars, we think you 


will agree this success has been fully deserved. 


Pontiac Six brings the important developments of the year 
to the low-price field. 


Pontiac V-Eight brings proved V-Eight brilliance to a new 


low-price level. 


Both offer: Syncro-Mesh . . quiet second . . free wheeling 
. . Ride Control . . long wheelbase . . increased power and 
high speed .. . unusual economy . . smart, roomy Fisher 
bodies . . inside locks on all doors . . rubber cushioning 


at 47 chassis points . . many other features. 

By all means, see these two new Pontiacs . . examine all they 
offer. You will agree that Pontiac—as a Six or an Eight— 
is indeed an outstanding General Motors value. 


f 
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What a Non-Banker 
Thinks About Banking 


By B. C. FORBES 


utations. Depression dethrones pop- 
ularity. 

None in high places has escaped. 
President Hoover has been the most 
conspicuous scapegoat; bankers have 
been not far behind. 

It is human nature to blame others 
for our misfortunes. Since so much 
money has been lost, it is natural that 
bankers should be singled out for espe- 
cially bitter criticism. 

Politicians, always quick to set their 
sails to catch gusts of illwill towards 
finance or business, aggravated hostility 
and distrust by choosing a period of 
acute uncertainty to indulge in muck- 
raking. The Senate Finance Committee 
did its worst to incite fresh unsettle- 
ment by harking back to the years of 
roaring prosperity and blazoning across 
front pages and across the continent 
prejudiced discussion of the billions of 
foreign obligations distributed here 
when investors were clamorous to buy. 
Not one thing dishonest or disgraceful 
was fastened upon the country’s most 
important national or international un- 
derwriters. All that this mountain 
brought forth was that all but an ia- 
significant fraction of the business was 
conducted fairly and squarely—a record 
infinitely more clean and commendable 
than recent political investigations have 
revealed. Oh, yes, it was brought out, 
too, that the decline in foreign bonds 


uistions. De prosperity shrinks rep- 


placed here had averaged less than the 
decline in domestic obligations. 

Admittedly, there have been an un- 
conscionable number of bank failures. 
The closing of more than 3,600 institu- 
tions in the last two years constitutes a 
reflection upon our banking system. 
These failures created the more disap- 
pointment and discontent because of the 
loudly-proclaimed promises that the in- 
auguration of our Federal Reserve Sys- 
tem would enable America’s banks to 
prevent future panics and enable the 
banks to pass through periods of dis- 
tress unscathed. 


In not a few places bankers 
have consecrated their all to 
the service and support of 
their institutions, to the ser- 
vice and succor of their de- 
positors and their communi- 
ties. They have sacrificed 
not only their own means, 
but also their vitality, their 
health — and 


their lives for the sake of 


sometimes 


others. Martyrs have been 
more numerous than is gen- 


erally recognized. 


That the 1929-and-after panic should 
arouse more widespread dissatisfaction 
against banks, investment banks and 
bankers, is entirely logical when it is 
considered that the number of owners 
of securities had multiplied manifold 
since 1907 or 1914. In those days neither 
John Smith nor Mary Jones had be- 
come possessor of either bonds or stocks. 
Twenty-five years ago, and even 18 
years ago, the number of individuals 
and families having deposits in banks 
was relatively small. 

Therefore, the bad break in security 
values then caused direct loss to only a 
limited number, and bank failures like- 
wise involved fewer individuals and 
families. 

Thus, briefly, may be explained the 
whyfor and the wherefor of the creation 
of unprecedentedly widespread criticism 
of banks and bankers. 

But is condemnation of our banks 
and bankers justified by the facts? 

The only truthful answer, in my judg- 
ment, can be: “Yes and no. Many de- 
serve criticism but many deserve com- 
mendation—far more commendation 
than yet accorded them.” 

Our banking system long has been 
open to criticism, long has cried aloud 
for reform, for strengthening. Having 
been born and raised in Scotland, where 
there has not been one banking failure 
during my experience, covering almost 
half-a-century, I have always regarded 
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it an anachronism that banks should be 
permitted to open with inadequate cap- 
ital. Federal and state authorities have 
sanctioned the opening of small banks 
by men who lacked experience in bank- 
ing. Charters have been granted for the 
setting up of banks in communities al- 
ready thoroughly supplied, sometimes 
over-supplied. This condition, this lax- 
ity, this weakness should have been 
guarded against. 

Coincident with this condition at the 
bottom of our banking scale, there were 
allowed to develop certain unwise prac- 
tices at the top. Bank laws were too 
often eluded. Affiliates enabled some 
banks to enter the realm of speculation 
—vide the Bank of United States with 
its fifty-seven varieties of dummy ad- 
juncts. 

That abuses luxuriated before retri- 
bution, swift and terrible, befell in 1929 
cannot be disputed. 

Finally, it may as well be admitted 
that few bankers were able during the 
boom to read the future any more clear- 
ly than the rest of us. They were swept 
along with the rising tidal wave of 
“prosperity.” Only a few banking voices 
were raised in warning and protest. 

No halo, therefore, can be gratefully 
placed on the brows of America’s bank- 


ers for having saved the nation from 
rushing headlong towards the pitfalls of 
unbridled speculation. They acted no 
more wisely, nor more foolishly, than 
most of the rest of us. 

But it is not so much for what they 
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did or left undone then that the public 
now rail against bankers. The almost 
universal allegation is that our bankers 
have acted, since trouble broke loose, 
selfishly, callously, heartlessly, needless- 
ly inflicting endless hardships and losses 
upon their customers and upon the 
whole country. 

This sweeping allegation should not 
be allowed to go unchallenged. 

Without attempting to deny that 
there have been among bankers, as in 
every other large group, some here and 
there who have acted shortsightedly, 
harshly, under the stress of fear and 
panic, it is important, in the public in- 
terest, that more should be revealed than 
has heretofore been disclosed concerning 
the infinitely valuable constructive ac- 
tion taken time and again by bankers. 

In not a few places of small or mod- 
erate size, bankers have consecrated 
their all to the service and support of 
their institutions, to the service and suc- 
cor of their depositors and their com- 
munities. They have sacrificed not only 
their own means, but have sacrificed 
their vitality, their health—and some- 
times their lives—for the sake of others. 
Martyrs have been more numerous than 
is generally realized. 

In certain cities bankers have handled 
extremely delicate conditions with con- 
summate skill. 

For example, in Orangeburg, S. C., 
the bankers, seeing frenzy precipitating 
wreckage in many centers, called the 
public together, in the city hall, laid 


1932 


bare all the facts concerning the local 
banking situation, explained that every- 
thing would be all right if the people 
acted rationally, but warned that runs 
would inevitably cause trouble there 
just as runs inevitably caused trouble 
elsewhere, pleaded for the exercise of 
common sense for the benefit of every- 
body—and completely averted trouble. 

The newspapers reported how, in Au- 
rora, IIl., the civic and banking authori- 
ties got together and decided upon a 
novel course of action to bring home to 
the people the vital part played by 
banking in their daily lives. Every bank 
and every business (except stores selling 
food and other absolute necessities) shut 
down for the better part of a week. 
When business was resumed, bank de- 
posits increased. Thus was a crisis avert- 
ed by the exercise of brains. This exam- 
ple was followed by other communities 
in the same state, with equally gratify- 
ing results. 

From various cities, this writer—per- 
haps because he has been striving to do 
his best to keep pessimism within 
bounds, and has been telling the world 
about helpful action and encouraging 
developments at many points—has re- 
ceived letters and newspaper clippings 
commending the local bankers for hav- 
ing cooperated to avert threatened 
trouble. 

Note what happened in Brooklyn, 
N. Y. A run was started on a savings 
bank. What did the heads of other New 
York savings (CONTINUED ON PAGE 603) 


THE CAPITOL BUILDING IN WASHINGTON AT NIGHT 


: 
c 
e 
0 
n 
a 
le 
te 
p 
0 
T 
u 
% 
4 
[ 
MLE COS S 
c 
f 
‘ rr? 
( 
1 
| 


How to Organize a 


Clearinghouse 


By F. W. SIMMONDS 


the district. Choose a temporary 

chairman and conduct a forum dis- 
cussion of regional clearinghouse proj- 
ect. Authorize the appointment of a 
committee to prepare tentative articles 
of association for consideration at the 
next meeting. 

Secure the adoption of agreed-upon 
articles of association. Elect officers, se- 
lect an executive clearinghouse commit- 
tee, and appoint other necessary com- 
mittees. 

Through a clearinghouse round table 
conference dealing with local banking 
problems, awaken and develop a_ new 
spirit of mutual understanding and co- 
operation among the member banks. 

Gradually, step by step, adopt such 
tules and regulations as may be agreed 
uvon, which will further the work of the 
Association in the development and in- 
stallation of sound banking policies and 
practices. 


Cire a meeting of bank officers in 


FAIR AND PROFITABLE FEES 


DETERMINE operating costs of bank 
services and secure the adoption of a 
comprehensive, equitable schedule of 
fees to be charged for all such services, 
fees that will be fair to the public and 
profitable.to the banks. 

Reduce banking expenses through co- 
operation in buying, advertising and 
donations. Eliminate free check imprint- 
ing and special checks. Secure adher- 
ence to the American Bankers Associa- 
tion standard size form of checks; dis- 
courage the unprofessional use of gifts, 
prizes and donations to gain preference. 

Investigate local and state tax ques- 
tions. Cooperate with other organiza- 
tions in keeping down unwarranted tax 
increases and public debt, and enforce 


A Program for Banking Cooperation 


The Imperative Need of the Moment 


Mr. Simmonds discusses his plan with 


Mr. Felix McWhirter 


public budgets. Avoid losses due to over- 
bidding for public funds and other in- 
terest-bearing deposits. 

Secure the installation and mainten- 
ance of credit files on all unsecured loans 
of $500 or more, and provide for proper 
interchange of credit information among 
the banks. 


Eliminate multiple borrowers—with. 


over-extended credit by means of ‘a 
periodic check-up on borrowers through 
a credit bureau. 


Encourage the instal- 
lation by member banks 
of a practical plan of 
annual bank budgeting 
as to income and ex- 
penses, as a carefully 
predetermined goal of 
accomplishment to serve 
aS a measuring stick 
with which to check re- 
sults at definite inter- 
vals. Adhere to the plan 
as outlined in the Amer- 
ican Bankers Associa- 
tion’s booklet on bank 
budgeting and accrual. 

Improve banking 
public relations and 
bring about a_ better 
understanding of bank- 
ing on the part of the 
public by presenting in- 
formation of an educa- 
tional character before 
clubs, schools and other 
groups, and through the 
press. 


EXAMINERS 


GIVE consideration to 
some satisfactory plan 
of examination of mem- 
ber banks through the employment of a 
clearinghouse examiner or by securing 
the assignment of a national and a state 
examiner to the district. 

In general, study and deal with all 
pertinent interbank problems and ques- 
tions of public relations on banking 
problems with a view to developing a 
better_understanding on the part of the 
public as to what constitutes sound, con- 
structive banking service. This is the 
imperative (CONTINUED ON PAGE 600) 
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Old Fashioned 


Statesmanship 
Comes to Washington 


1932 May Be Remembered as 
the Year of the Great Thaw 


By GEORGE E. ANDERSON 


HE chief news event of the year in 

American banking circles was_not 

adequately reported. It was what 
was said by the Hon. Charles G. Dawes 
when that able banker and habitual 
emergency servant of the American peo- 
ple went into conference with represen- 
tatives of Congress and the Federal Re- 
serve as a result of which the new Glass 
bill went over the top with a bang. 
Whatever was said, the results are ap- 
parent. 

Consider the cumulative effects of the 
movement for increased rediscount facil- 
ities for the banks of the United States 
of which the Glass-Steagall measure is 
the climax. First, the $500,000,000 Na- 
tional Credit Corporation followed by 
the $2;000,000,000 Reconstruction Fi- 
nance Corporation in whose facilities the 
banks of the country are to have a major 
share. Then comes the bill amending the 
Federal Reserve Act so as to enable 
groups of member banks or, in urgent 
circumstances, individual member 
banks, to secure advances from the 
Federal Reserve on notes secured by 
non-eligible collateral. 

The possibilities of reserve credit for 
banks in the system under this Act seem 
without limit. Member banks, according 
to the last report, held eligible com- 
mercial paper to the amount of $2,997,- 
167,000. They held government securi- 
ties eligible as collateral for loans from 
the Federal Reserve bank to the amount 
of $5,564,461,000. Thus there is a total 
of $8,561,628,000 of eligible paper-or 
eligible paper collateral in member banks 
available for obtaining funds without 
the machinery set up in the new Act. 
They have at least a billion dollars more 
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MR. ANDERSON 


of possible rediscounts in the National 
Credit Corporation and the Reconstruc- 
tion Finance Corporation. Finally the 
latest amendments to the Reserve Act 
open up the gates to rediscounts of non- 
eligible paper up to the limit of Federal 
Reserve possibilities. 

On the lending side the Federal Re- 
serve banks are already in a position to 
put out something like $4,000,000,000 
in addition to the loans they already 
have outstanding. They can increase 
their loanable funds not only pari passu 
with member bank borrowings on eligi- 
ble paper but also, in case of necessity, 
by the issue of notes based upon Gov- 
ernment bonds they have bought in the 
open market. So long as_the gold-re- 
serves hold out to furnish 40 per cent 
coverage for Federal Reserve notes the 
Reserve's loanable funds can be ex- 
panded” almost” indéfinit 


“Caution or cowardice? It 
was a peculiarity of the Sen- 
ate debate on the Glass-Stea- 
gall bill, as it has been of 
much of the discussion of the 
banking situation, that criti- 
cism is directed toward banks 
and bankers on the theory 
that they are unwilling to risk 
. their own money. The re- 
sponsibility of bankers toward 
commerce and industry has 
been greatly emphasized with 
liberal charges of selfishness 
while the responsibility of the 
bank to its depositors has 
been largely overlooked.” 


up to a volume commensurate with all 
possible need of American-business. On 
February 17 the Federal Reserve banks 
held gold reserves to the amount of 
$2,943,586,000,—$2,887,092,000 with- 
out the gold redemption fund in the 
United States Treasury although that 
can be counted if necessary. Of this 
amount, $502,634,000 was held as re- 
serves against deposits,—an unneces- 
sarily large proportion since the 35 per 
cent reserves against deposits may be 
held in “lawful money”. This leaves 
$2,384,458,000 as cover for notes and 
with 60 per cent in eligible paper it 
would cover notes to the amount of 
$5,768,916,000 instead of the $2,656,- 
941,000 now in actual circulation. The 
Reserve’s gold stocks also can be greatly 
increased. 

On February 17 the total gold mone- 
tary stock of the United States was 
$4,369,000,000. That portion of this 
stock which is outside of the Federal 
Reserve consists largely of gold in the 
Treasury against gold certificates in cir- 
culation, now amounting to $850,000,- 
000 in round numbers. By substituting 
Federal Reserve notes for these certifi- 
cates backed by $840,000,000,—the re- 
quired 40 per cent,—$510,000,000 more 
gold could be released. On February 17 
the actual “free gold” in the Federal 
Reserve under the old law and allowing 
full cover for $266,895,000 of Federal 
Reserve notes issued but not in circula- 
tion, was $407,552,000. By adding the 
$741,342,000 of Government securities 
which the Federal Reserve banks own to 
the eligible paper back of their notes, 
which can be arranged under the new 
Glass Act, the actual free gold on that 
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date would have been $1,148,894,000. 

Inflation? Of course there-is—a—possi- 
bility of inflation, But there is no danger 
of inflation so long as banks in the coun- 
try refuse to use the credit facilities 
they already possess. In any event infla- 
tion is altogether within the control of 
the Federal Reserve Board. It_may be 
relied upon that_one Carter--Glass, of 
Virginia, has seen to that. 

This matter of the gold stock is im- 
portant at this time not only with re- 
spect to possible backing for note ex- 
pansion but also in view of what has 
been termed a “gold raid” on the United 
States by European nations. On Septem- 
ber 16, 1931 the gold stock of the United 
States amounted to $5,015,000,000,—an 
all time high. By February 17 the 
United States had “lost” $646,000,000 
of this stock, $527,000,000 of which had 
been shipped to France. As a result of 
imports from other countries, however, 
the gold stock on February 17 was only 
$292,000,000 less than on the corres- 
ponding date in 1931 and was in fact 
higher than the stock held in 1928 at 
the height of the business boom when, 
presumably, demands upon it for our 
own needs were greatest. 

The reduction in the American gold 
stock by withdrawals to Europe was 
merely the withdrawal of funds from 
the United States by their European 
owners. Of the $5,015,000,000 of gold in 
the United States last September proba- 
bly $1,500,000,000 was potentially 
owned by foreigners. This sum repre- 
sents deposits of foreign central banks 
in the United States for currency sup- 
port and similar purposes and invest- 
ments in acceptances, treasury certifi- 
cates, commercial paper and other simi- 
lar investments. 

The United States, of course, held 
similar investments abroad but the net 
amount against us, as the world’s great- 
est international depository, was large, 
—probably aggregating about $1,250,- 
000,000 in demand and time deposits 
and funds subject to quick withdrawal 
when the outward movement of gold 
following the collapse of the British 
pound commenced in September. About 
half of these funds have already been 
withdrawn so that at the present time 
there is perhaps $600,000,000 of such 
funds in the United States subject to 
more or less immediate withdrawal. Of 
this sum France is estimated to control 
about $450,000,000,—the balance left 
after its recent withdrawals against the 
$600,000,000 it had here in December 
according to rather careful estimates. 

For several years French commercial 


banking interests have gradually been 
withdrawing their foreign balances, 
partly because of reduced earnings 
abroad and partly because of currency 
demands in France itself. Until Septem- 
ber last the Bank of France has steadily 
maintained the policy of keeping large 
sums abroad. As a result of the collapse 
of the British pound, however, the Bank 
lost about $93,000,000. Public sentiment 
in France, including the desire of the 
French bankers to secure more funds for 
domestic use, is demanding that the 
foreign balances of the Bank of France 
be withdrawn or at least greatly re- 
duced. The French central bank, ac- 
cordingly, has announced the policy of 
making such withdrawals and in mid- 
January it announced that it would 
withdraw $125,000,000 of the earmark- 
ed gold it held in the United States. As 
this earmarked gold has been withdrawn 
it has acquired other gold by earmark- 
ing so that it seems probable that in the 
near future, as exchange may be favor- 
able, its entire balance in the United 
States will be withdrawn by gold ship- 
ments. Other European nations are fol- 
lowing a similar policy. As occasion is 
offered by favorable exchange gold also 
is being withdrawn to various other 
countries in Europe largely in gold coins 
for hoarding. There is the prospect, 
therefore, that in the next few weeks or 
months most of the foreign owned gold 
in the United States will be exported. 

It is to meet such demands upon the 
United States that the rules governing 
the use of Government bonds as col- 
lateral for Federal Reserve notes have 
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been liberalized. Under the new arrange- 
ment there is no question but that the 
Federal Reserve can meet all demands 
upon it for gold and still retain an 
abundant supply to cover any expansion 
in the monetary system of the country 
for reconstruction purposes. In some re- 
spects the withdrawal of these foreign 
gold balances will have a steadying ef- 
fect upon the financial situation in this 
country. It is true that by losing these 
deposits American banking concerns will 
lose just that much money for banking 
purposes. Much of the billion dollar 
decrease in net demand deposits in lead- 
ing member banks in October and No- 
vember was the result of the withdrawal 
of gold for export. However, it is evident 
that so long as such deposits are held 
on sufferance they represent an uncer- 
tain and troublesome element in bank 
deposits at a time when certainty and a 
lack of trouble are prime elements in 
business recovery. 

With all these rediscount facilities of- 
fered American banks the question now 
is what are they going to do with them. 
Ft_requires no close reading of the Con- 
gressional Record to derive a rather ac- 
curate idea of what the senators of the 
United States think about the situation. 
Senator Glass says that “The trouble is 
that the banking community of the 
country is frightened to death. The 
banks have ceased to function.” He con- 
tends that the country’s banks already 
possess enough eligible paper and other 
resources to lend freely, that, in fact, 
they already have in hand twice as much 
eligible paper (CONTINUED ON PAGE593 ) 


Comptroller John W. Pole and Senator Carter Glass of 
Virginia at a Senatorial committee meeting 
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Let the Stock Exchange 
Lead the Way 


Listed Bond Quotations Represent 


Only Scattered Transactions 


By BERTRAM O. MOODY 


HE New York Stock Exchange 

has the opportunity to become the 

greatest factor in the restoration of 
confidence in the financial structure of 
this country. It can immediately assume 
a leadership in the re-distribution of 
sound bonds which are temporarily glut- 
ting the market. It can do more in a 
short space of time to raise the general 
level of bond prices than any other in- 
stitution. It can turn the tide of liquida- 
tion that has undermined public con- 
fidence in banks and started a nation- 
wide undercurrent of hoarding. And 
it can bring back a large measure of 
prosperity to the members of the Ex- 
change itself who are now operating at 
a loss. 


RATES AND DISTRIBUTION 


THE method is so simple it has ap- 
parently been overlooked—the raising 
of commission rates on the purchase 
and sale of bonds and the active co- 
operation of the Exchange with the 
banks in the distribution of bonds to 
private investors. The distress selling of 
bonds by banks during the past year 
has created a re-distribution problem 
greater than we have ever had before 
and the competition at the present low 
rates of commission on listed bonds has 
made it impossible for bond houses to 
maintain forces of salesmen in the field. 
We have no machinery today for the 
distribution of bonds in large quantities, 
and before this country can regain pros- 
perity there must be such machinery. 
We cannot distribute new issues until 
the present bonds are placed in perma- 
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nent hands throughout the country. 

Nobody is doing anything about it. 
The stock exchange brokers are waiting 
for orders to come in; the banks are 
more disposed to sell bonds than to buy 
and it will be months before they are 
active factors in making a bond mark- 
et; and people with money are getting 
more and more disturbed because there 
is no leadership, and money is disap- 
pearing from circulation. 


THOSE HOARDED FUNDS 


THE President’s recent statement urg- 
ing people to cease hoarding money 
brings into sharp relief a condition 
which has been known to close students 
of the ebb and flow of circulation for 
a number of months. The Wall Street 
Journal of February 6, 1932, calls at- 
tention to the situation in an article in 
which it states that the demand for 
currency has shown an almost uninter- 
rupted increase since last summer, and 
quotes the President’s estimate of $1,- 
300,000,000 as the approximate amount 
of money withdrawn from circulation. 
It is evident that general confidence in 
the soundness of our banking structure 
has not yet spread to the great mass of 
people in spite of the heroic attempts 
of the bankers themselves to change the 
tide of opinion, and the unquestioned 
ability of the Reconstruction Finance 
Corporation to materially relieve the 
strain. 

That many people are entirely un- 
reasonable in this attitude goes without 
saying, for it is apparent that no bank 
can stay open if the entire group of its 
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depositors want their money at the 
same time. It is equally true that there 
can be no prosperity in this country 
until the people recover from the insane 
idea that their money is safer in their 
stockings or sewed up in a mattress 
than deposited in banks where it can 
do its daily work. But while we may 
deplore such action from the standpoint 
of public policy, and denounce the 
hoarders, yet we can readily understand 
the psychology of hoarding, for it arises 
from an instinctive trait of human na- 
ture for the individual to safeguard his 
own possessions regardless of the effect 
upon others. The instinct for self preser- 
vation in times of stress overcomes the 
thought of social responsibility. In other 
words, the present hoarding of money 
is a fact that must be considered as 
such, and no amount of preaching or 
appealing will alter the situation. Money 
will return to circulation only when the 
mass of people are convinced that it is 
safer there than anywhere else, or until 
the possibility of profit overcomes the 
fear of the risk. 

It is true that public confidence in 
banks is not all it should be. But it is 
equally true that the banks of this coun- 
try are not the only places where money 
may be invested safely at a good return 
even in these troublous times. After all, 
banks are only reservoirs of assembled 
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money and bankers are in a simple sense of bonds, it is certainly worth more are in existence today only a compara- 
acting as agents for their depositors in than $2.50 to distribute an old issue tively small number of houses interested 
0 loaning that money. If, temporarily, the which has been dumped on the market chiefly in large volume sales to institu- 
depositors lose faith in the ability of the in wholesale quantities. The Stock Ex- tions. The retail bond salesmen who 


:* banks to act for them in the safe invest- change says in effect, “You may make called on individuals are gone, and even 
ie ment of their funds, there is no sound whatever you can on primary distribu- the country banks are now passed by. 
rr reason why these same depositors should tion, but after that the maximum is Yet there are thousands of people in 
is en not invest their own funds direct instead $2.50 per thousand.” Not only does this the aggregate who would buy sound 
fii of through the medium of the banks and low rate govern the transactions on the bonds if they were properly offered to 
ak instead of putting it in their stockings. Exchange but it limits the profits in them, and there are scores of sound 
em An individual may today buy bonds, or over-the-counter trading in these issues corporations, both as to assets and earn- 
| to mortgages, or acceptances, or stocks, if to practically the same amount. The ing power, which will be confronted with 
Soe he does not care to put the money in over-the-counter trading of bonds in receiverships unless they can be re- 
‘ banks, and in that way the problem of large blocks at ridiculously small profits financed at a reasonable cost. The 
oe hoarding will be solved and the posi- detracts from the importance and value spectacle of bonds of entirely solvent 
, i: tion of the banks themselves immeasur- of the Stock Exchange as a great open companies maturing within the next two 
+ ably strengthened. market, and makes the listed quotations years selling to yield from 8% to 20% 
a The basic reason for the complete fictitious in many cases because they is evidence of the uncertainties sur- 


breakdown in our present system of represent only scattering transactions in rounding the sale of securities to pay 
bond distribution is that it has been small amounts. The real market is off these nearby maturities. 

developed over the past seven years on the board. Why, then, has the retail bond sales- 
the assumption that the banks and in- The past two years have witnessed man disappeared, when there are so 
surance companies of this country could the almost complete disappearance of many people ready to buy bonds and 
absorb all the corporate financing in the the retail bond distributing houses which a host of sound corporations in desper- 
form of bonds, whereas they were never for eight years prior thereto had cov- ate need of refinancing? The principal 
intended to carry such a load. And un-_ ered the country with a selling force of reason may well be that practically all 
derlying this is the low stock exchange bond salesmen reaching from the great the larger and better grade issues of 
commission rate. If it is worth one to cities to the tiniest hamlets. One by one bonds in the three great classes—rail- 
three points to distribute a new issue they have let their men go until there road, public (CONTINUED ON PAGE 589) 
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EDITORIALS 


Gold to France 


A FEW years hence, when we can look back on the 
contemporary depression from a safe distance, we 
shall see that those who now argue on the side of 
gloom, were wrong about practically everything. 

There is the belief widely prevalent today, for in- 
stance, that London is finished as a great financial 
center, which is usually coupled with a forecast that 
the British Empire has not long to live. Even more 
popular is the one that Paris, out of sheer spite or 
inexperience, first wrecked the pound, then turned 
viciously on the dollar. 

It is true that approximately $2,000,000,000 in 
gold has been unloaded at French ports since the 
stabilization of the franc four years ago, and that this 
movement occasioned inconvenience in London and 
to a certain extent in New York. But to attribute the 
phenomenon to a French plot against the pound or 
the dollar is to say in effect that the French are ex- 
tremely ignorant, which they are not. 

The French lost heavily in Russia. Then England’s 
action in going off gold cost the Bank of France a 
sum in the neighborhood of $90,000,000. The French 
people had no desire to see the performance repeated 
and public opinion forced the Bank of France and 
French commercial banks to adopt a policy of reduc- 
ing their foreign balances. It required only a rumor— 
thoroughly unwarranted, to be sure, but a rumor 
nevertheless—that the dollar might follow the pound, 
to aggravate the situation. 

No bankers in Europe know better than those guid- 
ing the policies of the Bank of 
France, that it would be impossible 
to force the United States off gold, 
even assuming that the French 
might hope to gain by such action. 
The banking system of the United 
States does not operate on a basis 
that puts our credit resources at the 
mercy of London, Paris or Berlin. 
If there have been any signs of gold 
scarcity in the United States re- 
cently they have not been due to a 
lack of metal so much as to a dearth 
in the Federal Reserve System’s 
holdings of commercial paper re- 
quired as collateral for note issues. 
We have about as much monetary 
gold in America today as we had in 
1928 when business was moving 
ahead at top speed, and the com- 
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Representative Henry Bascom Steagall 


plaint then was that there was too much gold here. 

The Glass-Steagall Act alone increases our free gold 
supply by almost $700,000,000 which is more than 
enough to take care of all liabilities of the New York 
market on short term foreign account, including for- 
eign balances with our commercial banks and foreign 
holdings of our short term Government securities. 

As for the future of London as a financial center, 
that is a matter for conjecture. But it should not be 
overlooked that many of the same persons who today 
see no hope whatever for the British Empire, were 
saying the same thing about France five years ago. 


Discreet, Not Timid 


SEN ATOR Carter Glass, in a communication to the 
JOURNAL, expresses the belief that banks would not 
have much occasion to take advantage of the pro- 
visions of the Glass-Steagall measure. 

“This legislation,” he states, “is intended to be 
reassuring. Member banks in the Federal Reserve 
have in their portfolios twice as much usable paper as 
the twelve Federal Reserve banks are able to redis- 
count over and above their outstanding loans. Never- 
theless, the banks have ceased to function in a normal 
way. They do not seem to realize that they can and 
should get this accommodation. The Act is designed 
to give assurance to timid and frightened bankers 
throughout the country that if they will only respond 
to the needs of commerce, and will help in relieving 
the country and themselves from this depression by 
use of their eligible assets, they will have an ample 
pool of further credit to draw upon. 

“The sub-committee has written 
into the Act abundant safeguards. 
Personally, I do not believe that the 
banks are going to have much occa- 
sion to take advantage of the pro- 
visions of the bill. In case they do, 
the Act temporarily adds to the re- 
sources of every bank a new volume 
of eligible paper which in the view 
of both banker and depositor is 
equivalent to ample credit. 

“It is not intended to permit 
banks to use their ‘cats and dogs’ or 
their unliquid resources to any great 
extent. It simply will assure a rea- 
sonable and effective use in a limited 
way, in exigent circumstances, of 
the credit resources of the country. 
This is (CONTINUED ON PAGE 584) 
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Secretary Mills and Representative Charles C. Crisp, Chairman of 
the Sub-Committee of the House Ways and Means Committee 


How Banks Can Help Bring 


Currency from Hiding 


Secretary of the Treasury Explains 
the Special Certificates 


By OGDEN L. MILLS 


tunity, through the official organ of 

the American Bankers Association, 
to send a message to the members of 
that Association with respect to the 
special Treasury Certificates which are 
being offered for sale to the public on 
or about Monday, March 7. 

In connection with the movement 
initiated by President Hoover for put- 
ting idle funds to work, the Citizens’ 
Reconstruction Organization, headed by 
Colonel Frank Knox of Chicago, is con- 
ducting, during the week of March 7, 
a campaign of education. 

Local committees of the Citizens’ Re- 
construction Organization, in counties, 
cities and towns throughout the country, 
are endeavoring to bring about a full 
realization of community and individ- 
ual responsibility and of the necessity 
for cooperation as a matter of enlight- 
ened self-interest in contrast with in- 
dividual yielding to blind fear. It is 
confidently believed that, once the un- 
fortunate consequences of the diversion 
of currency from the normal channels 


[en pleased to have this oppor- 


of trade and industry are realized, the 
response will be immediate. An appeal 
is being made to all those who may be 
holders of idle funds to re-deposit them 
in banks or to invest them in some good 
security. 

In order to make available a Govern- 
ment obligation with short maturity and 
in small denominations, the Treasury, 
on or about March 7, is offering a special 
Treasury certificate, bearing interest at 
the rate of 2 per cent per annum. The 
new certificates have a maturity of one 
year, and are redeemable at face value 
upon 60-days’ notice by the holder. 
They are issued only in coupon form, in 
denominations of $50, $100, and $500, 
and have two interest coupons attached. 

The sale of the new certificates is an 
incidental feature of the campaign to 
put idle funds to work, and is not to be 
understood as being a major part of Gov- 
ernment financing. That will be handled 
in the usual course. There are no quotas 
being established for the sale of these 
certificates. 

From time to time the Treasury has 


offered securities especially adapted to 
meet the needs of small investors; and 
making available at this time an offer- 
ing of these special Treasury certificates 
is in line with this policy. Any form of 
investment or expenditure of funds 
which have been withdrawn from cir- 
culation meets the objective of the cam- 
paign being conducted by the Citizens’ 
Reconstruction Organization; and the 
success of that campaign is not to be 
measured by the volume of sales of the 
new certificates. 

The work of the Citizens’ Reconstruc- 
tion Organization in its campaign will 
be facilitated if persons who desire to 
invest in this form of security are able 
to obtain the new certificates in their 
own community and without delay. To 
this end, the attention of banks has been 
called to the opportunity offered to ob- 
tain the certificates for subscribers 
through the so-called “War Loan De- 
posit Account” with the Federal Re- 
serve Banks. Under the well-established 
War Loan Deposit system, banks may 
subscribe (CONTINUED ON PAGE 584) 
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Charles G. Dawes, president Recon- 
struction Finance Corp..and Jesse Jones, 
a director, leaving the White House. 


President Whitney of the New York 
Stock Exchange who says that short 
selling performs a useful function. 


The President of the United States at 
the tomb of George Washington on 
February 22, 
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The Pinch 
of the 


Income 
Tax 


Where the Burden 
of Prospective In- 
creases Will Rest 
Most Heavily 


but less revenue for the Govern- 
ment; such are the results of busi- 
ness depression. The difficulty which has 
faced Congress in arranging a tax pro- 
gram for the coming fiscal year lies not 
only in the ever present problem in all 
taxation programs of devising means for 
the painless extraction of money from a 
reluctant if not hostile people,—espe- 
cially in a campaign year,—but also in 
the necessity of locating some immov- 
able platform upon which it may stand 
while engaged in the process. 
Constantly changing conditions have 
resulted in constantly changing plans 
and a program which seemed feasible in 
December becomes impracticable in 
March. Hence come a shifting of rates, 
a change of ideas, plans for a sales tax; 
gasoline, gas and electricity taxes, con- 
tinued dallying with the idea of salary 
cuts, renewed plans for administrative 
reorganization of the Government,—al- 
ways economy and always more taxes. 
Whatever may be the ultimate form 
of next year’s revenue Act it is at least 
certain that the first tax to be paid un- 
der the new law will be the income tax. 
In March, if both houses of Congress 
can act by that time, there will be due 
the Government on this account at least 
$275,000,000 in one fell swoop. That 
amount is the quarterly share of the 
$1,100,000,000 the Government is de- 


Hii taxes for the tax payer 


DUPLICATE 


termined to raise by this direct tax. 
Actually the amount paid will be con- 
siderably larger since most small tax 
payers meet the year’s levy in one pay- 
ment. Yet there is no certainty as to 
how much money will actually be real- 
ized from the levy even after the rates 
have finally been established or exactly 
how the levy will fall on the individual 
except that the little fellow will pay 
more than he has been paying in pro- 
portion to his income. Many people will 
pay less than in other years since their 
incomes are less. The people as a whole 
will pay less than they have been pay- 
ing in recent years for the same reason. 
But, for most people, the paying will be 
difficult. 

Ever since it was instituted and 
reached its full stride the income tax 
has been the chief reliance of the Gov- 
ernment for revenue from taxation and, 
whatever revenue may be derived in the 
next two or three years from other 
sources, the income tax will doubtless 
retain its dominating position. It is not 
exactly popular but the long and short 
of the story is that the Government 
needs the money and would find it 
difficult to get so much so easily in any 
other way. In the fiscal year 1930, when 
the Government collected the taxes on 
incomes of 1929, this tax provided $2,- 
411,000,000 out of the $3,626,000,000 
of total receipts from taxation,—just 
two thirds of the whole. In the fiscal 
year ending the 30th of last June, in 
which the tax collected was based upon 
1930 incomes, the income tax revenue 


H 


was $1,860,400,000 out of the $2,808,- 
100,000 collected,—still two thirds of 
the whole but a decrease of about $600,- 
000,000. 

Business was bad, incomes were 
dwindling and when the Secretary of 
the Treasury wrote his report last sum- 
mer covering the previous fiscal year 
which ended in June he estimated that 
the receipts from these income taxes 
during the current year would be about 
$1,140,000,000. That is a further drop 
of over $720,000,000. He estimated that 
the income from this source for the next 
fiscal year, ending June 30, 1933, would 
be about $1,100,000,000,—at all events 
that was the sum to be raised from that 
source by increased rates. 

Things have not been working out 
just that way, however. Income tax col- 
lections for the first seven months of 
this fiscal year, according to preliminary 
figures, fell off $501,602,000 from the 
estimates. With a considerable portion 
of the year yet to go that means more 
of a loss than has been anticipated. Last 
fall it was estimated that the Govern- 
ment would have to raise $185,000,000 
more by increasing the rates to make up 
the income tax quota of the national 
revenue. Accordingly in December the 
Secretary proposed an increase of one- 
half of 1 per cent in the tax on corpora- 
tion incomes and that the normal tax 
on individual incomes be raised from 
1144, 3, and 5 per cent to 2, 4, and 6 
per cent while the surtax would be 1 
per cent beginning on incomes over 
$10,000 (CONTINUED ON PAGE 587) 
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One hundred years ago this was a locomotive 


First the Railroads 


Improvement 


Industry Will 
By HARRY J. HAAS 


E know from our own country’s 

experience in grain and cotton, 

Britain’s experience in rubber, 
Japan in silk and Brazil in coffee, as 
well as others, that prices cannot be 
arbitrarily or artificially maintained for 
any length of time and that the inex- 
orable law of supply and demand will 
ultimately govern the prices of agricul- 
tural and manufactured products. The 
price of wages must necessarily follow 
the exchange values of these products, 
one for the other. Whether that basis is 
high or low is immaterial so long as they 
are equitable and stable. 

If our experience has shown, and I 
think it has, that it is most difficult and 
slow to improve materially all lines of 
business at one and the same time, 
would it not be advisable to take some 
particular field whose improvement 
would equally and promptly benefit a 
large volume of other activities and con- 
centrate our efforts on this line with the 
hope that this business could be im- 
proved substantially and be equitably 
reflected in other lines of business? 

If this theory is sound, then on what 
line of business should our efforts be 
concentrated with more than a fair 
chance of success? Should it be agricul- 
ture, mining, lumber, railroads, manu- 
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in This Key 
Speed Recovery 


facturing, merchandising, construction, 
steel, automobiles or banking? 

Naturally it should be a consumer, 
not a producer business. 

If we can increase the consumption of 
goods, the flow of production will fol- 
low. To increase production without a 
corresponding increase in consumption 
would only involve the tying up of 
money in inventory and ultimately re- 
sult in disaster. 


A TREMENDOUS FORCE 


IF we agree that it would be advisable 
to concentrate on one line of business, 
and that a consumer line, suppose by a 
process of elimination we arrive at the 
railroads. 

The reasons we are justified in con- 
sidering the railroads for this purpose 
are found in the far-reaching economic 
bearings of this industry. There are over 
430,000 miles of trackage in the United 
States, spreading and weaving into 
every section of the country. In 1930 
there were 52,100 passenger cars pro- 
ducing nearly 30,000,000,000 passenger- 
miles of travel in a year. There were 
55,600 locomotives in service, with an 
aggregate of 2,550,000,000 pounds in 
pulling power. Freight cars numbered 
over 2,275,000 capable of carrying 106,- 


000,000 tons of freight and normally 
carrying annually in excess of 400,000- 
000,000 ton-miles of this class of traffic, 

This enormous economic force in the 
form of passenger and freight carrying 
power labors day and night in the ser- 
vice of all our productive industry. In 
1929 its freight facilities carried to 
points of usefulness 182,000,000 tons of 
the products of our forests; 268,000,000 
tons of agricultural and animal prod- 
ucts; 640,000,000 tons of our miscellane- 
ous manufactures, and _ considerably 
more than 1,000,000,000 tons of the 
products of our mines. Total freight of 
all kinds was 2,500,000,000 tons—and 
only the imagination can picture what 
that meant in terms of active commerce 
and industry, of employment, of the in- 
terchange of all the necessaries, con- 
veniences, comforts and luxuries of life 
for the benefit and pleasure of all our 
people. 

In addition to this stake of usefulness, 
our people have a tremendous direct 
financial stake in the railroads. Out- 
standing railroad bonds and notes, held 
widely among investors, amount to $11,- 
500,000,000. Total preferred and com- 
mon stocks aggregate over $7,000,000,- 
000. Here is a combined total of over 
$18,500,000,000 and no group of secur- 
ities has so wide a direct and indirect 
distribution in the interests of all classes 
of our people as these of the railroads. 
Over $3,000,000,000 of our insurance re- 
serves, on which depends the protection 
of hundreds of thousands of our people, 
are invested in railroad bonds. 


IN THE PUBLIC INTEREST 


MILLIONS of our people, as investors, 
wage earners and their dependents, are 
beneficiaries in the earnings created by 
our railroads. In a year the railroads 
normally pay to bondholders over $580,- 
000,000 in interest. In a year of normal 
earnings they pay to stockholders, the 
great majority of whom are individuals, 
another $560,000,000 in dividends. In a 
year they pay to 1,500,000 workers over 
$2,500,000,000 in wages—a total for 
these three classes of direct distributions 
not far from $4,000,000,000. In addition 
they contribute annually almost $400,- 
000,000 to the support of government in 
taxes. 

The vitalizing effects on our national 
economic life exerted by these direct dis- 
tributions are obvious. Also the employ- 
ment and profits created indirectly 
through railroad purchases of services 
and supplies from contributory enter- 
prises, and furthermore the services in 
transportation they render to all kinds 
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of business and industry, cannot be over- 
estimated in their powers for bringing 
about the essential conditions that make 
modern American life the finest that any 
great nation has ever enjoyed. 

The railroads will need $405,000,000 
to take care of obligations maturing dur- 
ing 1932, but to provide this amount 
alone will not suffice. This is only re- 
pairing their fences, and while it is 
necessary to insure the public, banks, 
savings institutions, fire and life insur- 
ance companies and all holding railroad 
investments that these shall be met, this 
in itself will not turn the wheels of in- 
dustry. 

The railroads are badly in need of 
modern locomotives, rails, electrical 
equipment and all that goes with main- 
tenance. 

All this requires financial assistance 
and with their present earnings this is 
not possible by public financing. The 
Reconstruction Finance Corporation 
offers the solution. Section 5 provides: 
“Hereafter no loan or advancement 
shall be made by the corporation for the 
purpose of financing any enterprise not 
initiated, set on foot, or undertaken 
prior to the adoption of this Act.” 


BUYING IS ECONOMY 


WITH the funds available the railroads 
could effect material savings by pur- 
chasing modern locomotives. Actual 
figures show that the savings to the 
railroads would enable them to pay in- 
terest on the investment and amortize 
the cost in a period of fifteen years, and 
they would have the use of these same 
locomotives for an additional period of 
10 to 15 years and without cost. 

It is most expensive to maintain phys- 
ically old or economically obsolete loco- 
motives. Studies of some thousands of 
locomotives in actual operation show 
that over a series of years repair costs 
increase about 3.7 per cent with each ad- 
vancing year of physical age. Econom- 
ically obsolete locomotives, such as small 
driver types now engaged in fast freight 
service, incur excessive operating and 
repair costs because they were not de- 
signed for the kind and speed of opera- 
tion now demanded. Economy in loco- 
motive operation has to be purchased 
by a wise capital investment in new 
locomotives annually and a proper an- 
nual retirement of those unfitted for 
economical present service, whether be- 
cause of physical age or of economical 
obsolescence. 

The purchase of locomotives would 
involve orders for steel, copper, brass, 
nickel, lumber, fuel, gravel and sand, 


and the employment of office and plant 
organizations, besides furnishing freight 
transportation for the railroads them- 
selves. The benefits would be passed on 
down to the corner grocery store and the 
long hoped for business revival would 
begin to be an actuality. 

It is true that the volume would not 
compare with our peak of 1929 as 
foreign orders would be lacking in the 
immediate future or until their mone- 
tary standards have been stabilized, but, 
after all, foreign business accounted for 
only 10 per cent of our total business 
and a fair amount of the 90 per cent of 
domestic trade would be most welcome. 


COMPARATIVE FIGURES 


THE car service division of the Ameri- 
can Railway Association announced 
that for the first 11 months of 1931 
there were 12,302 freight cars placed 
in service, while for the same period of 
1930 there were 75,936 new freight cars 
installed, and in 1929 there were 76,773. 
For the same period of 1931 there were 
123 new locomotives placed in service 
compared with 744 locomotives in 1930 
and 716 in 1929. On December 1, 1931, 
only 10 locomotives were being built 
compared with 92 for December 1, 1930. 

The railroads represent an investment 
of $26,000,000,000 and during 1929 
their capital expenditures amounted to 
$853,731,000 and maintenance cost 
$2,058,267,000 of which $1,213,891,000 
was spent for wages and $1,698,097,000 
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for capital and maintenance equipment. 
Note the comparison of these figures 
with those estimated for the year 1931. 
Capital expenditures $371,000,000; 
maintenance $1,364,000,000 of which 
$812,000,000 is for wages and $923,000,- 
000 for both capital expenditures and 
maintenance equipment. It has been es- 
timated that from 1,500,000 to 2,000,- 
000 of our people have invested in rail- 
road securities. 


FAR-REACHING FINANCE 


ON JUNE 30, 1931, 14,260,000 deposit 
accounts were maintained in our savings 
banks, representing total deposits of 
$11,250,000,000, while national banks, 
state banks and trust companies had 
several times this number of deposit ac- 
counts with aggregate deposits of $45,- 
560,000,000. There are approximately 
68,000,000 people who carry life insur- 
ance representing $109,000,000,000, 
while 75,000,000 fire insurance policies 
have been issued aggregating $152,600,- 
000,000. The savings banks hold $2,- 
400,000,000 in railroad securities, while 
national banks, state banks and trust 
companies hold $1,145,000,000. Life in- 
surance companies hold approximately 
$3,259,825,300 and while fire insurance 
companies’ figures are not available they 
are substantial. 

One railroad had on December 1, 
1931, 243,361 stockholders of whom 
106,175 were women; and 51,000 em- 
ployees of (CONTINUED ON PAGE 591) 
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Today—the railroads would spend if they had the money 
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Ceiling installations may be a part of the air conditioning process 


Your Health 


HAT consideration should a 

bank give to the health of its 

employees and to the comfort of 
its depositors and clients? There is a 
growing tendency to examine methods 
of improving working conditions and at 
the same time attract new business 
through new methods of heating and 
ventilating. 

Can a dollars and cents value be 
placed on a modern system of air con- 
ditioning in the way of increased work- 
ing efficiency, decreased absence of office 
workers, increased patronage? This and 
many similar questions have often en- 
gaged the attention of bank executives. 
Consider the basic principles involved in 
creating and controlling desirable at- 
mospheric conditions in banks. Our 
changeable climate involves us con- 
stantly in a fight to adjust the human 
mechanism to the effects of the weather. 
In summer we wilt and suffer in oppres- 
sive heat made worse by excessive hu- 
midity, and in winter too often we 
breathe dry, over-heated and under- 
humidified air which weakens resistance 
to disease germs. 


CONDITIONING THE AIR 


WE ARE rarely comfortable in our in- 
door atmosphere. That is because we 
may not understand the underlying 
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Comfortable Indoor Atmospheric 
Conditions Are Now Factors 


in Good Banking 


principles governing proper heating and 
ventilating. We have come to think that 
all we have to do is to supply heat and 
plenty of it in winter—and as for sum- 
mer, it is something we have to put up 
with as best we can with the aid of elec- 
tric fans, ventilators, or open windows. 
Improperly controlled heating systems 
and makeshift ventilation take their toll 
of health and strength. What can a bank 
—or any other business operating inside 
of four walls—do about it? 

First, to realize that relatively low 
temperature, plus really adequate hu- 
midity and a gentle circulation of scru- 
pulously cleaned air, are the essential 
ingredients for comfort in winter; that 
cool, but not too cool, dry air, also 
cleaned and circulated, is the recipe for 
summer comfort. 

The process of achieving these results 
is called air conditioning. Of course, new 
banks can secure such systems of air 
conditioning, and they are well worth it, 
but it is not so generally realized that 
existing banks can modernize their facil- 
ities by the addition of air conditioning, 
and do so without the necessity for ex- 
tensive alterations in the process. 

Several banks have already done so. 
The present heating system of radiators 
is retained but a system of ducts, carry- 
ing cleaned, warmed and humidified air, 


is introduced to create and control the 
desirable atmospheric conditions. This 
is provided by a central system, drawing 
air into it through filters to remove float- 
ing dust particles and then passing it 
across a series of heating coils where it 
is warmed and afterwards through water 
sprays for humidifying. The water spray 
may also function as an air washer as 
well as a means of adding moisture. 
Blowers distribute this “conditioned” 
air through the ducts and it is diffused 
into the banking space through care- 
fully located outlets while at the same 
time the used air is returned to the cen- 
tral station reconditioned and again cir- 
culated. Automatic instruments, both in 
the central plant and in the rooms, are 
provided to regulate the temperature, 
moisture content, rate of air movement 
and volume. 


BOTH WINTER AND SUMMER 


IN SUMMER, the same system will 
provide cool, clean, dry air. In this case, 
the water for the sprays is cooled by a 
refrigeration machine and the hot, mug- 
gy, moisture-laden air, when drawn 
through the spray, loses its humidity 
by condensation or contact with cold 
spray water. Now de-humidified and 
also cooled, the same blowers distribute 
it through (CONTINUED ON PAGE 601) 
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As the Bar Sees Trust Work 


The Case for an Independent Legal Profession 


By JOHN G. JACKSON 


HE purpose of a corporate fiduci- 
[en is to hold, protect and admin- 

ister accumulated capital. It is my 
observation and experience that these 
duties are administered by high minded, 
able and conscientious men selected and 
appointed in the full realization that the 
business of a corporate fiduciary, to be 
successful, must be so conducted as to 
inspire respect and confidence. Trust de- 
partments so conducted are invaluable 
to the community and never more so 
than in dealing with the difficult and 
complicated problems of administration 
and investment which exist today. There 
can be no doubt that the Bar as a whole 
recognizes that this is the fact. 

Are not these problems and duties 
sufficient without a fiduciary taking on 
in any degree further responsibility for 
the preparation of wills and trust agree- 
ments, regardless of the fact that so do- 
ing is undoubtedly practicing law, and 
regardless of the divided loyalty which 
undoubtedly exists when a fiduciary un- 
dertakes the preparation of such papers? 
The question seems to me to answer it- 


“I have tried to present the 
picture of the independent 
lawyer in the social order, 
his obligations to clients, 
and his part in administering 
justice in an orderly manner, 
and why he must be a man of 
special training and approved 
character. I have tried to 
show that the right to practice 
law is something more than 
the right to make a living in 
a particular way;—that it is 
in the nature of a franchise, 
carrying with it a public in- 
terest.” 


‘JOHN G. JACKSON 


self. It is often said that a prospective 
testator or trustor either through mo- 
tives of economy or because he has no 
lawyer requests or even demands that 
the fiduciary prepare his will or trust. I 
can see no force in such arguments. The 
preparation by a corporate fiduciary of 
such documents is either right or wrong 
as a matter of principle and not as a 
matter of expediency or economy. Any 
trust officer sufficiently able to discharge 
the difficult problems of administration 
committed to him must likewise be able 
to demonstrate to a customer the need 


and the advantage of independent coun- * 


sel and how one may be secured. 

Let me now consider the subject from 
the point of view of whether or not it is 
in the interest of the public and so in 
the interest of trust institutions that the 
lawyers of the country should constitute 
as a whole an independent Bar of high 
character. If the answer to this question 
is “yes”, then it is clearly the duty of 
trust men to contribute their help toward 
maintaining such a Bar. If the answer 
is “no”, then equally clearly the inde- 
pendent Bar and the fiduciaries are on 
a competitive basis and we can throw 


aside as an empty gesture any attempt 
at cooperation or to solve peacefully the 
controversial situations which from time 
to time arise. 

It is by no means academic to suggest 
that trust companies should lend their 
support to the maintenance of an in- 
dependent Bar. Last year the American 
Bar Association committee on the un- 
authorized practice of the law conducted 
a survey of unauthorized practices 
throughout the country and reported 
that “beyond question unauthorized 
practices were general and were increas- 
ing throughout the country except in the 
rural districts’. The committee found 
among other things that banks and trust 
companies were drawing wills and trust 
agreements and handling probate pro- 
ceedings. 


“If business, so to speak, 
takes over the Bar by trust 
companies through employed 
lawyers drawing wills and 
trust agreements, by title 
company lawyers attending 
to all real estate matters and 
by other corporations of one 
kind or another employing 
lawyers to do law work to the 
profit of their stockholders, 
the result will be a commer- 
cialized profession.” 


If it is suggested that fiduciaries 
should be an exception to the proposal 
I have made we will have the excep- 
tions destroying the rule—for the rea- 
sons which will be advanced to support 
a claim that fiduciaries should be al- 
lowed to practice law will apply as well 
to other lay organizations. 

If then, (CONTINUED ON PAGE 572) 
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“The large banks will probably locate in office buildings” 


Does Your 


Building 


Invite Customers? 


By JOHN HANCOCK CALLENDER 


HE last decade has seen a striking 

change in the design of bank ex- 

teriors. The austere style of a quar- 
ter of a century ago, with its elaborate 
classical columns and pediments, has 
given way to the modern bank—simple, 
light, inviting, and business-like. This 
outward change, so marked that it must 
be evident to even the most casual ob- 
server, is the result of forces at work 
both within the bank itself and in the 
social and economic system of which 
the modern bank is a part. 
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The extent of the change and the ex- 
act points of departure may best be 
presented by contrasting the modern 
bank with that of twenty years ago. In 
the latter period, banks all over the 
country were so similar to each other 
in design that a strictly conventionalized 
“bank style” may be said to have ex- 
isted. This style called for an impressive 
building, usually on a dominant corner 
site. Stone, preferably an expensive mar- 
ble or granite, was the required material. 
The outside of the building was invari- 


Bank Architecture 
Adapts Itself to 
Modern Needs 


ably decorated by the architect to imi- 
tate a Roman temple; later, other 
fashions in decoration introduced banks 
disguised as Florentine palaces and 
Romanesque churches. These buildings 
were the delight of the architects of this 
period and they lavished upon them all 
of their imitative skill: their colossal 
columns, elaborately carved capitols, 
deep porticoes, and far-projecting cor- 
nices were impressive to the man in the 
street, but deficient in light and air. And 
by these marks the public soon learned 
to recognize a bank. 


THE OLD AND THE NEW 


THE’style was not without its merits. 
By the use of massive stone walls, deep 
tustication, few openings, many wrought- 
iron grilles, and great bronze doors, 
banks very successfully expressed 
strength and security. The bank of this 
period was dignified, impressive, and 
conservative, and gave the feeling of 
strict integrity within. All of these are 
fundamental aspects of banking, and the 
well-designed bank will express them in 
its exterior, as a matter of sound archi- 
tectural design. Furthermore, a building 
which will establish in the public mind 
confidence in the security and integrity 
of the institution, is of no small practical 
value to the banker. The bank building 
was made to look as much like a fortress 
or a vault as possible because the bank- 
ers of this time found that it was good 
advertising to have it so. Likewise the 
banker found it good business policy 
to seem as conservative as_ possible, 
which conservatism was naturally re- 
flected in the design of the building. 
Admittedly the old style bank was 
impressive, but it was also forbidding. 
Its extreme austerity and cold formality 
created difficulties in relation with the 
public. The bank of this period looked 
like anything but a business house; it 
seemed aloof and out of all contact with 
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“, . . the small banks in simple modern buildings.” 


the business world. Finally, the old style 
bank building gave too little expression 
to the fact that it was also working 
quarters for a large staff of employees. 
The stereotyped design of this period 
emphasized heavily the expression of 
security and strength to the exclusion of 
other functions. 

In contrast to this, the bank of the 
present day is becoming more and more 
open. Window and door openings have 
been greatly enlarged, meaningless ob- 
structions such as Corinthian columns 
and overhanging cornices have been 
stripped away, and walls reduced to 
normal thickness, allowing light to 
stream in and making the interior of 
the bank visible from the street. The 
modern bank has tried to make itself 
as attractive and inviting as possible, 
realizing that its success depends upon 
its ability to attract customers. The 
banker of a generation ago found it a 
good policy to make his bank look as 
solid as Gibraltar. The banker of today 
has found that it pays him to take some 
of this security for granted and make 
more effort toward attracting customers. 
It is interesting to note that the period 
during which this architectural change 
took place was also a period of greatly 
increased bill-board and newspaper ad- 
vertising on the part of banks. 

The modern bank looks and is effi- 
cient and business-like. It admits frank- 


ly that it is a busi- 
ness institution, and 
is proud of its impor- 
tant position in the 
complex of modern eco- 
nomic life; it must keep 
up to the minute in all 
fields of business activ- 
ity and must know the 
entire situation so thor- 
oughly that it can even 
look into the future 
with considerable ac- 
curacy. This means a 
vast change from the 
days when any banker 
and any bank that 
hoped to succeed had to 
proclaim themselves ul- 
tra-conservative. The 
modern bank is more 
interested in assuring 
its customers that it is 
awake to the latest de- 
velopments in every 
business field; soundness 
of judgment based up- 
on broad and accurate 
knowledge has replaced 
mere unquestioning con- 
servatism. 

The bank building of 
today also indicates on 
its exterior that it 
houses a staff of work- 


ers that have ample light and_ air. 

That themodern bank has gained much, 
architecturally, is undeniable. The only 
danger is that in correcting the errors of 
the old style, the virtues of that style 
may be lost, that in making the modern 
bank light, inviting and business-like, it 
may lose something of the strength and 
dignity of the old bank. Fortunately, 
many excellent examples of recent years 
indicate that these features have by no 
means been lost in the modern bank. A 
particularly good example of the ex- 
tremes to which one can go in emphasiz- 
ing one function to the neglect or even 
exclusion of the others, may be seen in 
certain recent banks. In the effort to 
avoid the austerity of the old bank, 
these institutions have gone to the oppo- 
site extreme and adopted a style of com- 
plete informality, resembling that of a 
private residence, and wholly lacking, of 
course, all bank character. 

The modern city bank is more and 
more often located in an office building. 
The individual bank building is now 
rarely built (CONTINUED ON PAGE 599) 


“Allowing light to stream in... . 
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Safety Factors in 
Common Stocks 


By DEAN LANGMUIR 


HE fundamental principles of 
T common stock investment are well 

known. The mistakes are usually 
due to the application of these funda- 
mentals in a perfunctory and mechani- 
cal fashion. For example, it is generally 
recognized that thorough diversification 
is an essential of common stock invest- 
ment. But it is not enough to diversify 
by buying an equal number of shares of 
many different stocks. 

The diversification which the investor 
needs is diversification based on the 
number of dollars invested. In the case 
of bonds, where the face value is usu- 
ally $1,000, equal dollar diversification 
is obtainable by buying the same num- 
ber of bonds. But in the case of stocks 
the great differences in cost per share 
must be considered. True diversification 
can be obtained therefore only by vary- 
ing the number of shares so as to take 
into account the fact that 10 shares of 
one stock may represent several times as 
large an investment as 10 shares of an- 
other. 

Assuming that a policy of diversifi- 
cation means a mere aggregation of well 
assorted stocks is another cardinal error. 
Such an assumption is far from true. 
No matter how great the degree of 
diversification, the stocks in the group 
must be carefully selected individually 
and, above all, must bear a logical and 
intelligent relationship to each other, 
when considered by industries. 


TESTS FOR SELECTION 


THE first task is that of selecting a 
group of stocks worthy of consideration. 
At the present time the most important 
tests to be applied are the following: 
(1) A favorable capital structure— 
no large funded debt or any element in 
the capital structure which might raise 
the slightest doubt as to the ability of 
the company to earn fixed charges even 


Sound Buying Should Reflect a 


True Cross-Section of Industry 
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if earnings fall off further in the future. 

(2) Liquidity—an extremely strong 
net current situation with large cash 
balances. 

(3) Stability—a well-seasoned and 
competent management and a business 
of so fundamental a nature that its re- 
vival can be depended upon with a re- 
turn to more normal conditions. 

(4) Marketability—it is preferable 
to restrict the selection to stocks listed 
on the New York Stock Exchange and 
to issues actively traded in. 

(5) High investment standing—the 
responsibility involved in recommending 
individual stocks is such that the trust 
officer will do well to confine himself to 
stocks which are generally recognized as 
having high investment merit. 

The next and the most important task 
is that of apportioning the investment 
between the eligible stocks in the final 
list in such fashion that, on the one 
hand, the amount invested in each in- 
dustry will suitably reflect the impor- 
tance of the industry, and on the other 
hand, will take into account the relative 


attractiveness or unattractiveness of the 
industry. \ 

It is the determination of the relative 
attractiveness of the different industries 
which constitutes the most difficult 
problem of stock investment, for the 
fundamental factors which bear on the 
long term outlook of each industry are 
often obscure and no rule-of-thumb 
methods can be applied. The following 
elements to be considered in connection 
with certain industries illustrate the 
type of economic factors which affect the 
outcome of long term stock investment: 


INDUSTRIAL OUTLOOK 


(1) PETROLEUM INDUSTRY. This 
industry is highly competitive. Wildcat 
operations, conducted perhaps by irre- 
sponsible individuals, may bring in new 
oil pools at any time, whether increased 
production for the industry is desirable 
at the time, or not. Competition in re- 
finery operations is also unlimited since 
refining methods are fairly well stand- 
ardized and new refineries can be put 
into operation in short time by any one, 
should the margin of profit tend to in- 
crease. Production is increased by the 
discovery of new pools, but production 
is also increased, in effect, by improve- 
ments in the production and refining 
processes which make available a 
greatly increased volume of the refined 
product per barrel of oil in the ground. 
On the other hand, increases in the 
efficiency of utilizing petroleum prod- 
ucts create in effect a reduction in de- 
mand. However, the present depression 
in this industry is of an abnormal and 
temporary nature and there are oil com- 
panies so strong and so well managed 
that their earnings over a period of 
years should be far higher than those 
of the average company. 

(2) STEEL INDUSTRY. The steel 
industry, like the petroleum industry, is 
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one where profits are kept down to rela- 
tively low levels by force of competition. 
Any given quality of steel is identical no 
matter by what company it is sold, so 
that a product cannot be sold effectively 
under the advertised name of a brand. 
Accordingly the competition tends to be 
confined to the matter of price. Since 
manufacturing processes are largely 
standardized, competition can increase 
indefinitely. On the other hand this in- 
dustry is so important and fundamental 
that the prudent investor ought to have 
a small investment in it providing he 
selects a company which is well man- 
aged and strong financially. 

(3) ELECTRICAL EQUIPMENT 
INDUSTRY. This is an electrical age 
and the growth of companies engaged in 
this field with respect both to gross and 
net should continue at a rate higher than 
the rate of growth of the nation’s busi- 
ness as a whole. In this field, competition 
plays only a relatively small part in lim- 
iting profits. The most important prod- 
ucts are patented, so that the margin of 
profit can be determined by the manage- 
ment on the basis of self-interest, with 
relatively little attention to competition. 
The hazard of competition from for- 
eigners who might import patented 
products of their own at ruinously low 
prices has been almost entirely removed 
by mutually profitable inter-company 
agreements. The research organizations 
of the companies in this industry are 
the oldest in the country and their rec- 
ord has been so continuously successful 
as to hold forth to the investor the 
promise of future increases in earnings 
from this source. Expert opinion favors 
the belief that the electrical industry is 
still in its infancy. 


APPORTIONING THE FUNDS 


AFTER the consideration of innumer- 
able factors such as the above, a list of 
favorable industries is secured and the 
question then arises as to the relative 
amounts to be invested in‘each. Invest- 
ment authorities have failed to enlighten 
us as to how this problem should be 
approached. It would seem foolish to 
invest arbitrarily the same amount in 
each industry, yet what exact justifica- 
tion is there for investing two or three 
times as much in one industry as in 
another? Some kind of yardstick is de- 
sirable. 

This problem can best be solved by 
remembering that a sound stock invest- 
ment program for the average man 
ought to give him a true cross-section 
of American industry, so far as the 
favorable industries are concerned. If 
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so, the relative investment in each such 
industry ought to reflect the total 
amounts invested in each industry with 
respect to the nation as a whole. 

Fortunately the New York Stock Ex- 
change publishes each month the total 
market value of all listed stocks, classi- 
fied by industry. It is therefore a simple 
matter to arrange that the investments 
recommended shall follow the pattern 
of the different industries giving to each 
the relative importance which prevails 
with respect to stocks as a whole. 


A SPECIMEN SCHEDULE 


HOW successfully this may be done is 
suggested by the following schedule: 


N.Y. Stock Exchange 
Favorable Industries Common Stocks 
Arranged According to 
Magnitude of Hold- 
ings 


Cent Amount in Per Cent 
Amount of Total Millions of Total 


Chemical 26.4% $2,149 25.8% 
Food 20.7 


Machinery .... 
Farm Machinery 


Total Industries 
(Favorable) to be 
Held Proportion- 
ately 


$6,025 100.0% $8,321 


A program of common stock invest- 
ment should not be confined to favor- 
able industries alone—but in the case 
of the other industries the amounts in- 
vested may be much smaller than the 
proportions prevailing on the stock ex- 
change. 

While the purpose here is to dis- 
cuss the general principles of common 
stock investment, it may be of interest 
to give a list of particular stocks pre- 
pared as the result of exhaustive re- 
search work by following the methods 
outlined above: 


Percentagaof Dollars In- 
vested In Each Industry 
Company To Total Investment 


CHEMICAL INDUSTRY 

du Pont de Nemours & Company 
Eastman Kodak Company 

The Procter & Gamble Company 

Union Carbide & Carbon Corporation 15% 


ELECTRICAL EQUIPMENT 
INDUSTRY 

General Electric Company 

Westinghouse Electric & Manufac- 
turing Company 


STEEL INDUSTRY 
United States Steel Corporation 


FOOD INDUSTRY 


The Borden Company 

Corn Products Refining Company 
General Foods Corporation 
National Biscuit Company 
Standard Brands Incorporated 


MERCHANDISING 
INDUSTRY 

Drug 

Sones, Roebuck & Co. 

Woolworth Co... 

INDUSTRY 

American Can Company 

American Radiator & Standard Sani- 
tary Corporation 

Otis Elevator Company... 

FARM MACHINERY INDUSTRY 


International Harvester Company...... 


No. of 
Shares 


1% 


1932 


TOBACCO INDUSTRY 
The American Tobacco Company 


R. J. Reynolds Tobacco Co. “B”.. 6% 


AUTOMOBILE INDUSTRY 
General Motors Corporation . 2% 


PETROLEUM INDUSTRY 
Standard Oil Company (New Jersey) 40, 


RAILROADS 


The Atchison, Topeka & Santa Fe 
Railway Company 

The New York Central 
Company 

The Pennsylvania Railroad Company 

Union Pacific Railroad Company..... 12% 


UTILITIES 


American Telephone & Telegraph 
Company 
Columbia Gas & Electric Corporation 
Consolidated Gas Company of New 
or 

8 The North American Company 
Pacific Gas & Electric Company 

4 — _— Corporation of New 


Railroad 


Jer 
The United Gas onettatemanad Com- 


pany ...... 25% 


100% 


A representative list of stocks such as 
the above is far more than a mere list 
of individually good stocks. Strange as 
it may seem, the total market value of 
all the outstanding shares of the 34 
common stock issues which find their 
place in the above list account for half 
of the market value of all the common 
stocks listed on the New York Stock 
Exchange. Any rise in stock prices is 
bound to be reflected in a list of holdings 
which afford so effective a cross-section 
of the market as a whole. 

The bank officer who answers inquir- 
ies on stocks by recommending a policy 
of thorough and scientific diversification 
is right. In a list such as the above, the 
largest investment in one stock repre- 
sents only about one-twentieth of the 
total investment. Accordingly, a loss of 
50 per cent, even in the largest stock, 
would result in a loss of only 214 per 
cent of the total investment. 


LONG-TERM OBJECTIVES 


NEEDLESS to say, however, no banker 
should recommend any list of stocks 
except in cases where the investor is pre- 
pared to follow rigorously long term ob- 
jectives and to disregard intervening 
fluctuations in market value. Preferably 
the investor should buy stocks in equal 
amounts, year by year, rather than at- 
tempt to buy a disproportionately large 
amount at a single time in the expecta- 
tion of a quick rise in stock prices. 

In essence, common stocks as a whole 
represent the ownership of the business 
enterprises of the country and they are 
no more speculative than business is it- 
self speculative. When bought with the 
idea of selling out a little later at a 
profit, stocks are a pure speculation. But 
when bought, at reasonable prices, for 
strictly long term objectives, diversified 
stocks become a legitimate investment. 
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The Ancestry of 
Short Selling 


In 1610 the Dutch Tried 
to Abolish the Practice 


By DR. MAX WINKLER 


MERICA may boast of a new in- 
A dustry—short selling. The country 
seems to have discovered it. In 
days gone by, when the nation was still 
young and little was known of New Era 
doctrines, short selling was confined to a 
relatively restricted number of what was 
regarded as important stock market 
operators. 

Today, even the small fry tries its 
skill at it. The odd-lot trader from 
Maine to California and from the north- 
ernmost part of the United States to the 
Gulf of Mexico has found it profitable 
to go short of stocks. He just sells and 
covers at lower figures. The why and 
wherefore interest him not. The profit 
is what counts. The way of achieving it 
is irrelevant. Two and a half years ago, 
he bought and profited if he knew 
enough to realize on his holdings. In 
nine cases out of ten, he did not. He was 
caught in the crash of 1929. He now 
seeks salvation by pursuing the diamet- 
rically opposite policy. 

Will he have learned a lesson from 
the events of 1929? Hardly. He will 
succumb now, as he succumbed then. 
One satisfaction is afforded him. He is 
credited with unusual powers. People 
naively believe him capable of swaying 
the market. He is held responsible for 
the decline in prices and all the unpleas- 
ant consequences which lower quotations 
entail. He is pointed out as a menace 
to society and those whose holdings de- 
cline in price, even if not in value, shout 
from the housetops that justice must be 


meted out to him. The law is invoked 


against him. Legislators are impressed 
and give serious thought to the enact- 
ment of bills which will put a stop to 
the public enemy. One marvels at the 


naiveté of the attacks. This is hardly 
necessary. It has happened before. No 
one has benefited from what has trans- 
pired in the past. Once again, Hegel is 
right. We learn from history that we 
learn nothing from history. 

On the 24th of February, it was 
exactly 322 years since the enactment 
of what was probably the first law 
against short selling. It was prompted 
chiefly by the continued decline in the 
shares of the East India Company, 
traded in on the Amsterdam Bourse. 
The directors, convinced that the reces- 
sions were due to the concentrated at- 
tacks by bear operators, addressed to 
the governmental authorities a memo- 
randum setting forth their case. “Bear 
attacks,” thé complaint reads, “which 


Those who have followed 
recent developments in the 
American securities market 
and who have listened to the 
arguments presented against 
short selling as well as the de- 
fense made on behalf of it by 
the New York Stock Ex- 
change, will be forced to agree 
with the author of Ecclesi- 
astes that “there is no new 
thing under the sun.” 


generally assume the form of short sell- 
ing, have caused and continue to cause 
immeasurable damage to innocent stock- 
holders, among whom one will find 
many widows and orphans. If persisted 
in, such attacks are bound to impair 
seriously the country’s business inter- 
ests. The directorate of the East India 
Company therefore requests the enact- 
ment of a law which will require every 
seller of shares to have them transferred 
to the purchaser, such transfer to be 
recorded at once upon the books of the 
company. In the event of non-com- 
pliance, the proceeds from the sale 
would be forfeited and the transactions 
declared invalid.” 

It is of interest to note that through- 
out the period referred to above, no re- 
quests are made for the enactment of 
laws designed to arrest the rise in quo- 
tations. (CONTINUED ON PAGE 574) 


Representative Henry St. George Tucker of Virginia, Chairman of the House 
Judiciary Sub-Committee, Listens to the President of the New York Stock Ex- 
change Describe Short Selling 
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How Banks May Help 


Their Customers’ Sales. 


By W. IRVING BULLARD 


RITE though the idea may be, let’s 

start out with the statement that 

self-interest is the strongest motive 
in any line of business. For this is the 
basic fact on which we have built a 
policy of new business solicitation con- 
siderably different from the conven- 
tional approaches to this problem of 
banking. And because it is founded on 
so fundamental an idea, and is carried 
out with this idea always in mind, it 
has brought us a good deal of the most 
desirable type of new business. 

What, after all, has one soundly man- 
aged bank to offer its prospective cus- 
tomers that they are not already getting 
at the equally sound and equally well 
managed institutions with which they 
are already doing business? The past 
years have seen the end—we all hope 
—of competitive bidding for accounts 
by offering credit lines rather larger 
than conservative, by reducing balance 
requirements to a point below the profit 
line, by the dozen-and-one little devices 
which substitute unsound concessions in 
the place of showing the prospect by 
real salesmanship the genuine advan- 
tages of placing an account in the solici- 
tor’s bank. 


WE PROVIDE CONTACTS 


IN common with most bankers who ag- 
gressively want good new business, we 
have always done an amount of helpful 
service beyond the limits of strictly 
financial affairs. When a customer has 
come to us with, say, a problem of sell- 
ing his goods to some particular pros- 
pect, we have helped him when we 
could. We have in the past found some 
point of contact in a surprisingly large 
number of instances, and have thereby 
helped our customers increase their prof- 
its. But it was on an unorganized, hit- 
or-miss basis, and it was not done very 
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frequently because it was seldom that 
a customer came to us with such a 
problem. 

Within the past few months we have 
been able to be of considerably greater 
help to customers with their selling. Not 
that we do their selling for them, but 
we do what we can to smooth the way 
for them, and it has turned out that 
this is often a great deal. The most 
frequent way in which we can be help- 
ful is by assisting a customer—usually 
a manufacturer, sometimes a sales agent 
—into the office of some man whose ap- 
proval or active support is necessary 
before our customer can make a sale. 
Any banker who, in trying to contact 
a prospective corporation account, has 
not been able to see anyone higher up 
than a youngster without authority can 
visualize the value to a manufacturer 
of getting to the man in authority, say 
the vice-president in charge of manufac- 
turing, instead of being held at arm’s 
length by a departmental subordinate 


A Workable Method for Attracting 


Desirable Commercial Accounts 


whose experience is inadequate to com- 
prehend the selling points of the seller’s 
line. 

So we set about organizing to permit 
our bank to help get business for our- 
selves by helping the other fellow get 
business for himself. We reasoned that 
once we could make the bank sufficiently 
useful to a prospective customer to give 
him a taste of the possibilities, the 
chances should be excellent that we 
should get his business. And it has 
worked out exactly this way. 


WE OVERCOME RESISTANCE 


PATENTLY, we could do this only 
with the whole-hearted co-operation of 
our Officers and directors. So we dis- 
cussed the idea whenever the opportun- 
ity naturally arose. It takes very little 
argument to convince any alert banker 
or bank director that whatever he can 
do to help customers will help the bank. 
And once this principle is admitted, it 
is a short step to eagerness to give 
whatever help can be legitimately pro- 
vided. 

Essentially our idea was that when- 
ever and wherever an officer or director 
can assist a customer to build up his 
business, we want to do this. And we 
saw that, by doing this in an unforced 
way, without any element of high pres- 
sure entering, we could frequently help 
our customers to overcome artificial re- 
sistance which was reacting against not 
only the customer but also against the 
organization he sincerely believed he 
could serve. To make up an example, 
suppose that a manufacturing company 
had had, some years in the past, an un- 
fortunate experience with some type of 
power plant equipment. Since then an 
equipment maker has overcome the 
weakness—but has never been able to 
get a hearing because of the remnants 
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of prejudice from the former experience. 
If the bank can get a hearing for the 
equipment maker, it will redound not 
only to his profit but also to the profit 
of the manufacturer whose prejudice 
has kept him from the profit that this 
equipment could bring him. 


LOOSE-LEAF RECORDS 


BEFORE examining the broad working 
of the policy, we should look at the 
mechanism that makes it possible. Our 
business extension department compiled 
a large loose-leaf book, indexed to yield 
the desired information in several ways. 
Each officer and each director has a 
page—or more, if needed—listing the 
facts essential to our plan. These facts 
are: businesses of which he is an officer, 
a director, or an important stockholder; 
businesses to which he is close through 
other contacts; clubs, societies, associa- 
tions, and the like in which he is a mem- 
ber. A cross-index sorts out this same 
information by company names and in- 
dustries, by clubs and associations and 
societies. 

Thus, if we should want to find out 
what connections the bank has with the 
steel industry, we should turn to this 
classification and read it off: vice-presi- 
dent A, director of a large steel mill; 
Director B, president of a fabricating 
company; assistant vice-president C, 
intimate personal friend of the 
sales vice-president of another 
steel manufacturer; and so on, 
for perhaps two pages. 

Suppose, now, that one of our 
officers is soliciting an account 
from a manufacturing corpora- 
tion. Its treasurer shows no 
greater enthusiasm than treas- 
urers sometimes show under such 


circumstances. You know the atmos- 
phere: friendly, but not cordial; respect- 
ful, but firm; a high opinion of the bank, 
but adequately served by the institutions 
with which his firm has been long con- 
nected; delighted to keep the bank in 
mind, but no immediate prospect of 
their requiring another banking connec- 
tion. After he has gone through this 
routine, our man suggests that our bank 
can give one service that is particularly 
valuable in these times. We can, our 
officer tells him, assist a little with the 
selling, if not in actually getting the 
name on the contract, at least in getting 
his sales department a favorable hear- 
ing with the most desirable class of 
business—not a hearing with someone 
who is notably good at thinking up 
reasons for saying no, but with the men 
at the top of the company whose word 
carries real weight with the purchasing 
department. And our man suggests that, 
unless their plants are so overburdened 
with orders that new customers would 
be unwelcome, he call in the company 
officer whose responsibility it is to sell 
the product. 


THE PLAN IN OPERATION 


SO far, we have yet to encounter a 
sales executive who would not like a 
little assistance with his selling. After 
a brief preliminary conversation, he 
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names a prospect that they have been 
trying to sell—someone to whom they 
can tell a real story if only they can get 
the right people to listen. Suppose, for 
the sake of illustration, that they name 
a local public utility corporation. 

“All right,” our man can say, reach- 
ing into his brief case. “Let’s look. One 
of our most active directors is a direc- 
tor of the holding company that con- 
trols the local corporation. One of our 
officers is a director of the local com- 
pany, and so is one of our other direc- 
tors. It looks as if you could be of real 
service to them. I’ll see what can be 
done. You’d like to talk with the en- 
gineering vice-president of the local 
company, wouldn’t you?” 

Sometimes we arrange it by telephone 
right then and there. Sometimes it takes 
an hour or two, or a day or two, to get 
hold of the necessary individuals to 
make the desired appointment. But just 
as soon as possible, we call the sales 
executive to tell him that Mr. So-and- 
so, our director, has made an appoint- 
meni for him with the utility official 
for the following day. 

Or suppose that we find no such direct 
tie-up between our bank’s directorate 
and the utility company. A little investi- 
gation will disclose that the utility man 
is a golf enthusiast and that in winter 
he plays hard racquets. Checking back 

to our index, we find which 
officers and directors of the bank 
are likely to know the utility 
official. A few telephone calls 
turn up some of these men who 
are friendly enough to arrange 
the interview. Or, lacking this 
contact, perhaps it turns out that 
some of our officers have served 
with (CONTINUED ON PAGE 595) 
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As the Bar Sees 
Trust Work 


(CONTINUED FROM PAGE 563) 


one accepts my statement and belief 
that the profession of the law is being 
encroached upon by lay organizations 
as never before, let us consider further 
the reasons for opposing these encroach- 
ments—or better, why it is in the in- 
terests of the public, and so of fiduci- 
aries—to oppose these encroachments. 

Law is the great regulator of conduct 
—the chart for our several courses in 
life and the preventor of conflict. The 
standards of admission to the Bar, both 
of learning and character, today are, 
generally throughout the country, at the 
highest point ever attained. It may be 
safely said that the raising of these 
standards is the result of efforts orig- 
inating within the Bar itself. 

Since the earliest days it has been 
found that the practice of law can only 
be safely entrusted to men of special 
qualifications of character and educa- 
tion and that from the earliest times the 
practice of the lawyer was largely con- 
ducted entirely outside of courts. Today 
the greater part of the practice of most 
lawyers is office work. It will not be dis- 
puted that special training and high 
character are as necessary, if not more 
so, to a lawyer engaged in office work, 
as to one engaged in court work. 


WHY STANDARDS ARE HIGH 


Consider the reasons why high char- 
acter and special training are so em- 
phasized as requirements for admission 
to the Bar. They are found in the nature 
of the obligations which he undertakes 
and in the nature of the services which 
he is called upon to perform. When a 
candidate for admission to the Bar has 
satisfied the preliminary requirements 
of education and character he must now, 
as for many years past, then take his 
oath of office. By this he undertakes to 
maintain the respect due to courts and 
judicial officers, not to maintain any un- 
just suit nor advance other than an hon- 
est defense, to maintain the confidence 
and preserve the secrets of his clients 
and never to reject, from any personal 
consideration, the cause of the defense- 
less or oppressed. 

The lawyer is further bound by canons 
of ethics which impose high standards 
of conduct and constant subordination 
of self interest to the duties owed to 
clients, the public and the courts. 

The lawyer is the chief point of con- 
tact between his clients and the courts 
—and from these contacts, whether in 


court or in the lawyer’s office, the clients 
receive their impression as to whether 
or not justice is honestly administered. 
We lawyers hold ourselves out to the 
public as competent to advise it in mat- 
ters of legal rights, duties and liabilities 
and how these may be secured or en- 
forced. All of this constitutes the ac- 
cepted process for the administration of 
justice, and as the lawyers do their nec- 
essary part honestly, ably and wisely, 
so will justice be maintained on a high 
plane and so will people deal with one 
another with confidence. 


SELF-DISCIPLINE 


I make no claim that the Bar has at- 
tained or even approached perfection, 
but I do claim in its behalf sincerity of 
effort and progress toward a more com- 
plete fulfillment of its duties. So far as 
I am aware, lawyers and doctors are the 
only two self-disciplining professions, 
and lawyers are disciplined for conduct 
which falls far short of coming within 
the purview of the criminal law. 

I have tried to present the picture of 
the independent lawyer in the social or- 
der, his obligations to clients, and his 
part in administering justice in an or- 
derly manner, and why he must be a 
man of special training and approved 
character. I have tried to show that the 
right to practice law is something more 
than the right to make a living in a par- 
ticular way,—that it is in the nature of 
a franchise, carrying with it a public 
interest. If I have at all succeeded in 
presenting the picture as I see it, trust 
men will, I believe, agree that a Bar 
composed largely of corporate employ- 
ees engaged in specialized fields and sub- 
ject to the control of directors and offi- 
cers would of necessity be disabled from 
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properly discharging these duties. 

I have tried to avoid discussing spe- 
cific subjects of controversy, and I shall 
not do so except to refer to the fact that 
no one knows better than trust men 
themselves the many questions of great 
consequence that require consideration, 
discussion and advice in preparing wills 
and trust agreements. Honest differences 
of opinion on these questions can and 
do exist and there should be room for 
them to exist at all times, and oppor- 
tunity for the client to reach a decision 
after he has received advice free from 
any suggestion of interest. I ask serious 
consideration of whether or not, when 
the retained or salaried lawyer of a 
corporate fiduciary prepares wills and 
trust agreements, and advises prospec- 
tive testators and trustors concerning 
such instruments, the lawyer is not vio- 
lating the standards and the ethics of 
his profession, and doing so at the re- 
quest or direction of the fiduciary. I 
make no excuse for the lawyer. I believe 
members of the Bar who undertake to 
render such services are the chief offen- 
ders. I do, however, submit that it is to 
the interest of fiduciaries to cooperate 
with the efforts of the Bar to oppose 
such practices. If business, so to speak, 
takes over the Bar by trust companies 
through employed lawyers drawing wills 
and trust agreements, by title company 
lawyers attending to all real estate mat- 
ters and by other corporations of one 
kind or another employing lawyers to 
do law work to the profit of their stock- 
holders, the result will be a commercial- 
ized profession. The sustaining ideals 
and traditions of a profession do not 
attach themselves to a business, and that 
is what the law will become. The work 
of Bar (CONTINUED ON PAGE 574) 


“The sustaining ideals and traditions of a profession do not attach themselves to 
a_ business” 
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Improvements in 


Blanket Policy 


By W. F. KEYSER 


T THE request of the American 
A Bankers Association’s Insurance 
Committee, Lloyd’s H.A.N. Form 
(C) Amended 1927 Banks’ and Trust 
Companies’ Policy was revised during 
1931, two new forms being issued early 
in February. The improvements recom- 
mended by the Insurance Committee 
and given effect in the new “Amended 
1931” form are briefly described as 
follows: 

1. Warranty 1, which was the subject 
of criticism, has been changed so that 
the Assured has twelve months follow- 
ing the date of termination or expira- 
lion in which to discover losses. Under 
the “Amended 1927” form, this twelve 
months’ discovery period applied only 
if the policy expired and was not re- 
newed, but all liability of the under- 
writers ended if the policy was canceled 
before expiration. In this connection, it 
must be remembered that Lloyd’s poli- 
cies are annual contracts covering losses 
discovered during their life (12 months 
or less), regardless of when such losses 
were sustained except as limited by the 
date inserted in Warranty 1. Therefore, 
to prevent cumulative liability, the new 
1931 form also provides that it “shall 
be deemed to be the renewal of any pre- 
ceding policy of like nature effected by 
the Assured with Underwriters at 
Lloyd’s and that in the event of its 
succession by a similar policy the said 
succeeding policy shall be deemed to be 
a renewal hereof.” 

2. Insuring clause 1 hasbeen amended 
to leave no doubt that the policy covers 
losses sustained through securities be- 
ing misplaced, despite the fact that 
such securities are later found. In an 
action against a domestic underwriter 
a New York Court of Appeals decision 
caused the Association’s Insurance Com- 
mittee to seek this improvement. In that 
case, a loss sustained through inability 
to exercise rights granted by a warrant, 
the rights having expired while the war- 


rant was misplaced, was held not cov- 
ered by a domestic bankers blanket 
bond because the warrant was later 
found and, therefore, was not “lost” 
through misplacement as provided in 
the bond. Similar phraseology appeared 
in Lloyd’s “Amended 1927” policy. 

3. The forgery insuring clause 3 has 
been broadened so as to cover not only 
losses sustained through the acceptance, 
encashment, payment or extension of 
credit on forged cheques, withdrawal or- 
ders, certificates of deposit, money or- 
ders, etc., but also the giving of any 
value on the faith of such instruments. 
This addition makes clear the Insurance 
Committee’s intent to provide insurance 
in those instances where forged cheques, 
drafts, money orders, etc., are neither 
“cashed” nor “paid” by the Assured but 
are merely taken in payment or ex- 
change for bonds, collateral securities or 
other articles of value. 

To extend the coverage against loss 


HAN FORM (C) 
Amended 1981 


‘one for another, our Heirs, a 


The upper form has been approved by the Insurance Committee of the 
American Bankers Association. The form below, a new policy, has not 
received such approval 


“by the establishment of any credit to 
any customer” on the faith of cheques, 
drafts, warrants, orders or certificates, 
the quoted phrase is transferred to the 
end of clause 3 to make it apply to all 
of the instruments named therein, rather 
than cheques alone. 

4, “Warrants, Transfers, Script, In- 
terim Receipts and Certificates” have 
been added to the instruments men- 
tioned in the definition of Securities. 

5. The new form provides that the 
value of Securities “shall be taken at 
the average market price or value on the 
day next preceding the discovery of such 
loss (omitting Sundays and holidays),” 
which makes it conform with the time 
of valuation as fixed in blanket bonds 
of domestic companies. 

Lloyd’s “H.A.N. Form (C), Amend- 
ed 1931” Policy and Bankers Blanket 
Bond, “Standard Form No. 8-Revised” 
of the American companies, both of 
which bear the approval of the Asso- 
ciation’s Insurance Committee, provide 
for unlimited, retroactive and automatic 
restoration. This means that payment 
by the underwriters of any one loss or 
losses does not diminish the amount of 
insurance applying to other losses 
whether occurring before or after the 
loss or losses previously paid. But un- 
derwriters are not liable for more than 
the face amount of the bond, in any 
event, for losses caused by the acts of 
any one person or combination of per- 
sons, or caused by the same casualty or 
event. 

Underwriters at Lloyd’s have also 
placed upon (CONTINUED ON PAGE 605) 
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The Ancestry of Short Selling 


(CONTINUED FROM PAGE 569) 


Then, as seems to be the case now, the 
view prevailed that speculation for the 
rise is totally different from speculation 
for the decline. The former, it is felt, en- 
hances the credit and is beneficial to the 
State and to corporations, whereas the 
latter is decidedly detrimental. 

It is probably because of these views 
that one encounters occasionally at- 
tempts on the part of governments to 
intervene in order to bring about higher 
quotations. Consequently, operators for 
the rise are often persona grata with 
legislators. They are regarded as patri- 
ots, while speculators for the decline are 
branded as traitors and enemies of the 
people. Little does one realize that 
speculation for the decline is the neces- 
sary and inevitable corollary to specula- 
tion for the rise. If the one is sup- 
pressed, the other is automatically 
doomed. Speculation is engaged in solely 
for profit. The latter represents the dif- 
ference between present and future 
prices. The only way to speculate profit- 
ably resides, therefore, in ascertaining 
in advance, accurately or very nearly so, 
quotations which are likely to prevail in 
the future. 

Amsterdam Bourse authorities re- 
plied to the memorandum addressed by 
the East India Company board essen- 
tially as follows: “The decline in the 
price of the corporation’s shares has 
been caused by unsatisfactory business 
conditions, and even prevailing levels 
appear too high, as a careful analysis 
will doubtless reveal. Furthermore, 
many highly reputable stockholders 
would gladly surrender their shares to 
the directors if they could be assured of 
a reasonable return on their investment. 
If speculation of the type which the 
directorate condemns were prohibited, 
prices would be much lower. . . . Only re- 
cently, speculation resulted in a 20 per 
cent rise. This was not due to manipula- 
tion, but was the result of the belief on 
the part of operators that business con- 
ditions were definitely on the mend. If 
one felt so today, stocks would again 
rise and there would be no cause for 
complaint against the spreading of al- 
legedly false reports. 

“The law which is being proposed is 
bound to result in endless litigation and 
will tend greatly to restrict trading, with 
the resultant losses to the country’s com- 
merce and industry.” 

Despite the above arguments adduced 
against the enactment of laws concern- 
ing short selling, the government pro- 


mulgated an ordinance under date of 
February 24, 1610, which “expressly 
prohibits the sale of securities if the 
seller thereof does not possess the shares 
at the time of sale and if he is unable 
to prove beyond doubt that he is actual- 
ly in possession of said shares.” 
Contemporaries advise us that “the 


Representative La Guardia of New York 
who has introduced one of the bills to 
regulate short selling 


law has not been adhered to at all but 
has merely resulted in many unscrupu- 
lous speculators refusing to live up to 
their contractual engagements.” 

When a new bear movement was in 
full swing eleven years later, the 1610 
law, which was theoretically still in 
force, was made more rigorous but, in 
each case, “the sponsors of such mea- 
sures did not at all accomplish what 
they had set out to achieve.” 

Prompted by the conviction that the 
existing laws prohibiting short sales 
could not be enforced, a Dutch jurist, 
Muys van Holys, recommended the 
levying of a tax on short sales. In a 
study written in 1687, Mr. van Holys 
makes the following remarks: 

“Speculators for the decline operate 
with large sums of money and impair 
rather seriously the credit standing of 


companies by spreading reports of an 
unfavorable character. They delve into 
the deepest state and business secrets 
and do not hesitate to attack even the 
government and excite the masses in 
order to profit the more. . . . Widows, 
orphans and institutions are seriously 
hurt by the speculators a la baisse. What 
should be done to cure this evil?” The 
tax referred to above is the remedy 
which Mr. van Holys suggests. 

It is of interest to observe the com- 
ment made by a contemporary of Mr. 
van Holys early in 1688, as follows: “If 
Nicolas Muys van Holys knew as much 
about commerce, the backbone of the 
country’s economic and financial struc- 
ture, and upon which is based the na- 
tion’s prosperity, as he does about cor- 
pus juris, he’ would not have proposed 
a new tax in addition to the many which 
are already interfering with the coun- 
try’s trade and industry. . . . It is re- 
liably reported that Muys van Holys 
had confided to a well-known broker on 
the floor that he had published his plan 
concerning the levying of a tax on short 
sales primarily for the purpose of de- 
pressing prices and reaping profits by 
the recession.” 

Nevertheless, the government did pass 
the law under date of January 31, 1689, 
whereby profits realized from short sell- 
ing were subject to a tax. 

Those who have followed recent de- 
velopments in the American securities 
market and who have listened to the 
arguments presented against short sell- 
ing as well as the defense made on be- 
half of it by the New York Stock Ex- 
change, will be forced to agree with the 
author of Ecclesiastes that “there is no 
new thing under the sun.” 


As the Bar Sees 
Trust Work 


(CONTINUED FROM PAGE 572) 
associations will cease for lack of in- 
terest and support. The profession of 
law must be the binding force of the 
world in which we live—by virtue of it 
labor and capital carry on side by side, 
property and personal rights are de- 
pendent upon it; without it confidence 
and credit could not exist. 

Does not all this mean that law is 
something more than a department of 
business? Clearly it does, and trust 
companies should cooperate to their ut- 
most in every effort to maintain the Bar 
of the country on an independent basis, 
and free of any degree of corporate con- 
trol, to the end that its standards may 
be at all times maintained and its duties 
fully performed. 
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The Condition of 
BUSINESS 


HEN a sick man begins to be- 
\\ lieve he is going to get well it 
gives his system a stimulus that 
in itself works on the side of his im- 
provement,—and something similar is 
the chief development in the condition 
of business during the past month. The 
changes in several of the standard sta- 
tistical indexes, such as price levels, 
volume of trade and others sufficiently 
widely quoted to be omitted here, are 
not the source of a strengthening of con- 
fidence, but there are other equally con- 
crete events that reasonably justify it. 
Foremost among these is the way the 
sometimes discouraging agency of pol- 
itics has this time made a truly com- 
munity matter of the business of restor- 
ing sound economic conditions, as dis- 
tinguished from partisan issues, and has 
followed a singularly practical, level- 
headed and clear-visioned course to 
bring this about. 


FINANCIAL STATESMANSHIP 


SCANT attention has been given in the 
present Congress of the United States 
to the scores of unsound, radical or 
demagogic measures, that have been in- 
troduced and practically ignored, mere 
discussion of which might have further 
unsettled confidence, nor have the 
known powerful forces of destructive 
complaint and discontent pent up there 
been allowed to gain headway against 
the rule of common sense. Instead, gov- 
ernment, unified for the major purpose 
of the hour, has gone soberly about its 
work and produced such measures as 
the Reconstruction Finance Corporation 
and the Glass-Steagall Bill and is evi- 
dently equally intent on providing a 
sound tax revision measure. 

Sane fiscal and financial policies have 
thus conspicuously been the dominant 
motive at Washington and the index of 
democracy as a factor in the business 
outlook stands particularly high just 
now. Clearly, fully as much weight must 
be given to it as a factor helpful to re- 
covery as would be accorded a favorable 
position for the index of prices. Politics, 
instead of being, as sometimes has been 


the case, a disturbing element, is serving 
at present as a constructive force. 

Briefly, the Reconstruction Finance 
Corporation, organized in recognition of 
existing abnormal circumstances to lend 
public funds to financial institutions and 
to railroads, is designed as a preventive 
of progressively adverse developments 
there, rather than as a basic cure of 
economic ills. It may be confidently ex- 
pected to fulfil its purpose of checking 
in many instances the failure of inher- 
ently solvent banks that have what 
would ordinarily be adequate holdings of 
assets against their liabilities, but which 
are not sufficiently liquid against exigent 
demands being made upon them. Also 
the corporation may be relied on to fore- 
stall numerous railroad insolvencies by 
enabling the roads to meet maturities 
that they would have difficulty in meet- 
ing through banking channels. 

The Glass-Steagall Bill, well devised 
to increase the utility of the nation’s 
credit resources so as to enhance the 
power and confidence of banking in co- 
operating more normally with sound 
business enterprise, will at the same time 
protect the country’s gold reserve against 
whatever demand may be expected to be 
put upon it. 


A concrete result of these measures 
seemed to be a definite return of public 
confidence toward banking. During the 
month there was a marked drop in the 
rate of bank failures, with one agency 
that keeps close daily tabs on reports of 
suspensions noting that February 9 was 
the first working day in two years for 
which not a single bank closing was re- 
ported to it. At the same time there was 
during the month a strong upward trend 
in the number of bank reopenings. 


THE RAILROAD WAGE CUT 


ANOTHER broad influence beneficial 
toward establishing a firmer basis of 
confidence in the business future came 
during the month with especial force 
from union labor. The voluntary ac- 
ceptance by the leaders of the railroad 
unions of a 10 per cent wage cut for 
their 1,500,000 workers, in its immedi- 
ate financial effect, rendered powerful aid 
in restoring the railroads to practicable 
operating conditions and thereby re- 
lieved in very considerable degree anxi- 
ety in respect to an industry upon whose 
welfare a great area of the nation’s eco- 
nomic life is dependent. 

This was important enough in itself, 
but this action had equally significant 
broader bearings on general public wel- 
fare. It aided in preventing the possibly 
serious social and economic consequences 
of organized resistance to the wage ad- 
justments now being brought about with 
a minimum of disturbance or active dis- 
content. The helpful business aspect of 
industrial wage reductions is found in 
the practical relationship of wages to 
sales. Lower selling prices, and also 
smaller sales volumes that enforced re- 
duced out- (CONTINUED ON PAGE 607) 


The Solution of One 
Country Bank Problem 


Seepage of Commercial Deposits 
to City Banks Can Be Stopped 


By G. FRED BERGER 


a good many of our larger cor- 
porations shifted a great deal of 
their excess funds to New York where 
they appeared in the well known cate- 
gory of “Loans for Others”, an action 
and service which the New York banks 
have since ruled against. However, even 
before that time and particularly during 
the troublesome times of 1931 there has 
been a distinct tendency for these larger 
deposits to drift from the country banks 
to the large metropolitan banks. 
Commercial deposits of the type un- 
der discussion are, of course, highly 
volatile and where their volume is large 
they require the adoption of special in- 
vestment policies. With proper manage- 
ment they can, however, be made to 
provide a profit and, therefore, they are 
important to any bank. In addition, 
when a fairly steady volume of such de- 
posits is on the books of any bank the 
necessary large amount of current funds 
will tend to make the administration of 
that bank’s primary and secondary re- 
serves an easier problem and temporary 
commercial borrowing needs of custom- 
ers or withdrawals in the general level of 
deposits can be met without resorting to 
borrowing. 


| ee 1928 and most of 1929 


MUST BE LIQUID 


BUT, where the treasurers of corpora- 
tions or firms carrying these large de- 
posits cannot be certain that their funds 
are kept liquid to meet the correspond- 
ingly larger withdrawals that must be 
made, they will move these deposits to 
banks where they will have more faith 
in the ability of the management. 
Therefore, when these funds are with- 
drawn, such withdrawals tend to lessen 
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the ability of the local banks in their 
attempt to assist in the commercial de- 
velopment of the communities in which 
they are existing, and where these de- 
posits have been withdrawn quickly and 
correct investment policies have not 
been adopted, such withdrawals have 
not only confused the local banker but 
have, in many instances, caused an em- 
barrassment which spread to other de- 
positors, creating unrest and in too 
many instances, bank closings. 
Perhaps it would be well also to set 
forth what I mean by the term, “coun- 
try bank”. We are rather inclined to 
think of a country bank as one located 
in the rural districts but we are not con- 
sidering the use of the term in this 
manner. In this discussion by the term, 
“country bank”, is meant those banks 
not located in central reserve or reserve 
cities, in short the designation made by 
the Federal Reserve Act in denoting the 
various classifications of banks for re- 
serve purposes. This means that the 


If a bank has a large number 
of commercial accounts car- 
rying large balances, it should 
see to it that the average of 
these balances is not included 
in its general investment pol- 
icy but that a separate and 
distinct investment arrange- 
ment should be made so that 
these funds may always be 
available when needed by the 
depositor. 


A large number of our coun- 
try banks are desirous of 
maintaining the large com- 
mercial deposit balances but 
at the same time insist on be- 
ing treated as country banks 
when those funds are to be 
moved. Country banks must 
realize that the treasurers of 
large corporations, if they are 
to operate efficiently, must 
have all the funds of their or- 
ganizations fully available 
when needed. 


type of bank under discussion represents 
the majority of banks, in number at 
least, throughout the United States. 

A further division of country banks 
should also be made. There is, first, the 
small bank in the rural communities 
where the type of business is mostly in 
small units and a large portion of the 
bank’s deposits are in savings accounts. 
In some sections of the country where 
these banks have not been very well man- 
aged, or where there have been hysterical 
withdrawals, they have, of course, been 
hard hit, but mismanagement, improper 
capitalization and local conditions have 
had much to do with these happenings. 
In other sections of the country such 
banks have been very little affected by 
present conditions and continue to serve 
their communities well and efficiently. 


LARGE “COUNTRY BANKS” 


THE second type of bank is the larger 
institution in a comparatively large 
town or city (for banks in many of our 
larger cities are still classified as ‘“‘coun- 
try banks” insofar as Federal designa- 
tion is concerned) which is sufficiently 
capitalized so that it may take its fair 
share of loans to commercial depositors, 
well managed and large enough to meet 
any reasonable need of its depositors 
and borrowers and with a sense of its 
obligation of cooperation with both 
small and large depositors. With this 
bank also and its problems, we need 
not deal here. 

But there are many good sized insti- 
tutions which are sufficiently capitalized 
to take care of their fair share of the 
demands and needs of all of their cus- 
tomers, large and small, but who 
through short-sighted policies regarding 
loans, unwise management in the invest- 
ment of (CONTINUED ON PAGE 583) 
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CORDAK 


Recordak is not For Sale 


Its small rental cost includes upkeep. Its substantial 
economies make it immediately profitable. asi 


ECORDAK is one bank ap- 
pliance that starts saving 
money the moment it is installed. 

No capital investment is required. 
The small rental cost($25 a month) 
includes all servicing of Recordak 
and projector. 16,000 checks or 
other items can be photographed 
on one $5.50 roll of film. This cost 
includes developing. 

Measure the slight cost of Recor- 
dak against its economies. A one- 
third reduction in bookkeeping 
personnel, with a saving of 40% in 
machines, 50% in stationery. A 


40% reduction in transit costs. A 
saving of up to 90% in record 
storage. Recordak records are your 
insurance against the mostcommon 
forms of fraud and canceled check 
rackets. Recordak makes possible 
additional economies in many de- 
partments. 

The aggregate of Recordak sav- 
ings is substantial. Recordak pro- 
tection is indispensable. The oper- 
ating cost is extremely low, and in 
proportion to the volume of the 
bank’s transactions. Mail coupon 
for complete information. 


Recordak Corporation 


Subsidiary of EASTMAN KODAK COMPANY 


Recordak Economies 


BOOKKEEPING: 

Saves in labor, in 

machinery, 50°%% im stationery. | 
TRANSIT: 

Saves 40% in operating cost. 
FILING: 

Saves 90% in storage space. 
PROTECTION: 

Guards against check frauds, 

and wins customer good-will. 


RECORDAK CORPORATION 
350 Madison Ave., New York City 
Please send complete Recordak information. 


Name 
Bank 
Street 


City 


$77 
‘6. 
Vv ‘ 
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Your bank, too, can enjoy the 
same skill and experience in 
vault manufacture and construc- 
tion that have made the name of 
YORK preeminent throughout 
the world. We will gladly confer 


& with you regarding the size and 
. type of vault your bank requires. ane 
FIRST UNION TRUST & SAVINGS ; CHASE NATIONAL BANK 
BANK Chicago New York 
YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 


FIRE AND BURGLAR SAFES AND CHESTS . . 


578 
aN 
ON 
FEDERAL RESERVE BANK IRVING TRUST COMPANY BALTIMORE TRUST COMPANY as 
Cleveland New York Baltimore pr 
th 
thi 
an 
pr 
ut 
m 
on 
BANK OF MANHATTAN TRUST * ROYAL BANK OF CANADA inl 
COMPANY New York Montreal 
tic 
rete 
Weg 
nc 
be 
A rode 
in 
al 
be 
cr 
bi 
al 
de 
in 
at 
Ol 
ar 


What Your Association Is Doing 


HE American Bankers Association, 

through its Economic Policy Com- 

mission, expresses in the following 
statement its approval of recent actions 
in Washington indicative of a high de- 
gree of non-partisan statesmanship in 
meeting financial problems of the de- 
pression : 

By the exercise of broad-minded, non- 
partisan statesmanship at Washington 
the nation has been provided through 
the Reconstruction Finance Corporation 
and the Glass-Steagall Bill with a com- 
prehensive plan of action against the 
utterly abnormal financial difficulties 
that confront the United States in com- 
mon with all the countries of the world. 
The practical character of these meas- 
ures should immediately inspire our 
people with renewed confidence in the 
ability of this country to lead in work- 
ing out a sure, sound restoration of 
normal business and financial relation- 
ships. These two measures will make 
more effective the vital powers of econ- 
omic strength that are fundamentally 
inherent in our country. 

The Reconstruction Finance Corpora- 
tion is a thoroughly practicable plan 
whereby, without recourse to unsound 
devices, our national financial strength 
can be brought more fully to bear in aid- 
ing the reestablishment of the proper 
functions of our national agriculture, 
commerce, transportation and banking, 
that have all been hampered in the per- 
formance of their various services to the 
public by circumstances beyond their 
control, but which they will undoubtedly 
be helped to surmount by the means 
now provided. This clearly holds real 
benefit not merely to any particular 
group or class but to every individual 
in the land, for the well-being of all 
alike is inseparably bound up in these 
basic activities. 

The Glass-Steagall Bill will directly 
buttress the foundations of our national 
credit structure. By giving added flexi- 
bility and availability to the resources 
to which the Federal Reserve System 
and all its member banks can turn un- 
der the unusual circumstances now exist- 
ing, it will materially augment their 
abilities to cooperate with all phases of 
our economic life. It definitely fortifies 
and protects our gold supplies and ren- 


Economic Policy Commission 


on the Glass-Steagall Bill and 
Other Measures 


Community Trusts 


Trust Fees 


ders them fully adequate as reserves 
under any demands that may be made 
upon them. The nation is thus provided 
with an enlargement in the usefulness 
of its reservoir of credit resources which 
will make it possible for our banks to 
pursue more nearly normal relationships 
with business. 

It is particularly fortunate that these 
two reconstructive measures have been 
created along lines that do not make for 
what is commonly termed inflation. We 
are definitely of the belief, however, that 
they do provide sound means that will 
permit of the necessary constructive ex- 
pansion of credit that a revival of busi- 
ness justifies, as distinguished from un- 
sound monetary inflation. 

Our unhesitating approval of these 
measures is based squarely on the 
thought that, by restoring confidence 
and activity to every class of productive 
business, industry and finance, they 
should bring a return of economic secur- 
ity to workers of all kinds and a lifting 
of anxiety from the homes and the fam- 
ily life of all our people. 


COMMUNITY TRUSTS 


THE annual survey of the community 
trust movement in the United States for 
the year 1931, just completed by the 
Trust Division of the American Bankers 
Association, reveals substantial progress 
in the development of this movement 
during the past year. The number of 
community trusts in the United States 
with principal funds at the end of 1931 
was 44, as compared with 41 in 1930. 
The total principal funds reported for 
1931 was $35,810,839, an increase of 


$3,392,674 over 1930. The number of 
community trusts distributing income 
was 35 as compared with 29 in 1930, 
and the amount of income distributed 
was $1,024,934, an increase of $30,552 
over the amount distributed in 1930. 

One of the outstanding developments 
during the year was the increase in the 
funds of the Cleveland Foundation 
from $2,973,863 to $5,590,700, which 
moved it from fourth to second place 
in the ranking of community trusts by 
size of principal funds held—the New 
York Community Trust ranking first 
with principal funds totalling $8,039,- 
796, and the Chicago Community Trust 
third, with total funds amounting to 
$5,182,000. 

There were three new foundations 
added to the list during 1931—the South 
Windham Trust, Brattleboro, Vermont; 
the Lake County Foundation, Paines- 
ville, Ohio; and the Sacramento Com- 
munity Foundation, Sacramento, Cali- 
fornia. These make a total of 77 com- 
munity trusts or foundations. 


TRUST FEES 


A “GUIDE to Trust Fees, with Recom- 
mended Cost Accounting System’, has 
just been published by the Trust Divi- 
sion of the American Bankers Associa- 
tion. It embodies the results of three 
years’ study by the Committee on Costs 
and Charges of the Trust Division, of 
which Henry A. Theis, Vice President, 
Guaranty Trust Company of New York, 
is Chairman. 

The book contains a suggested com- 
prehensive schedule of charges for as 
many of the trust services as lend them- 
selves to schedules, a description of a 
cost accounting system and the results 
of the application of this system to nine 
trust institutions located in widely sep- 
arated sections of the United States. It 
is the first suggested nation-wide uni- 
form schedule of trust fees that has 
been published since the Division’s first 
schedule was distributed to members in 
1920, and which has since been rendered 
entirely obsolete by changing conditions. 

The new schedules are based upon the 
costs of doing business, as determined 
by the application of a cost system to 
the trust de- (CONTINUED ON PAGE 598) 
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Deposited Stocks in Each Unit of 100,000 
NORTH AMERICAN TRUST SHARES 1955 
MAXIMUM CUMULATION TYPE 


(As of October 17, 1931) 


Chemical E. I. duPont de Nemours & Company 
15% Eastman Kodak Company 
The Procter & Gamble Company 
Union Carbide & Carbon Corporation 


Electrical | General Electric Company. 
Equipment Westinghouse Electric & Manufacturing Co. 


6% 


Steel United States Steel Corporation 
3% 


Food The Borden Company 

11% Corn Products Refining Company 
General Foods Corporation 
National Biscuit Company 
Standard Brands Inccrporated 


Retail Drug Incorporated 


Merchandising | Seats, Roebuck & Co. 
15178 | Woolworth Co, 


Machinery | American Can Company i 
6% American Radiator & Standard Sanitary Corp, ; 
Otis Elevator Company 2 


Farm International Harvester Company 
Machinery 


A BOOKLET FOR BANKERS 1% 


How this pesttolio was selected, why 25% of the in- Tobacco The American Tobacco Company “B” 
vestor’s dollar goes into Utilities, 15% into Chemicals, 6% R. J. Reynolds Tobacco Company “B” 
etc., etc., how this selection of stocks compares with the 
whole fabric of American business, and other facts 
which will interest bankers and trust officers, are con- 
tained in a booklet, ‘‘Building a Portfolio,’’ which 
will be sent free of charge on request to any banker. Petroleum 
Simply write Dept. A, Distributors Group, Inc., 63 4% 
Wall Street, New York. 
Railroads The Atchison, Topeka & Santa Fe Railway Co. 
12% The New York Central Railroad Company 
The Pennsylvania Railroad Company 
Union Pacific Railroad Company 


Utilities & Telegraph Company 
Holders of North American Trust Shares (Original Is- 25% Gas Coonpeny af 


The percent f | The North American Compan 
sue) who have not been informed concerning an offer, total investment by | Pacific Gas & Electric Company 


Public Service Corporation of New Jersey 


which authorized dealers are making, to exchange their of October20,1931. | The United Gas Improvement Company 
shares on a preferential basis for shares of two new trusts, MOTE: tho the ore 


Shares in each Unit as in the Maximum Distribution Type and, as of Ones 

17, 1931, a corresponding 25 times as many shares of each mage = 

> > The holding of the same number of Trust Shares of either Type thus q 

NORTH AMERICAN TRUST SHARES, 1955 and 1956, may sents the same proportionate interest in the deposited stocks as shown — 
The larger number of shares of underlying stocks in the Maximum Cumulat 


obtain complete information from any authorized dealer. Type is to permit maximum cumulation through retention of fractional stock 


dividends, ete. 
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T IS no longer enough to say of a common stock that it is “good’’—a “blue chip.” Today the question 
is how good? What is the proper relationship between book and market value? Does a “good” Utility 
offer a better investment opportunity today than a “good” Rail? Eminent research counsel recently com- 
pleted a detailed analysis of corporate equities from the point of view of conservative investment today. 


NORTH AMERICAN TRUST SHARES PROVIDE: 


1 BALANCED DOLLAR DIVERSIFICATION— Each Trust 
Share represents an ownership in a// of the 34 corporations listed 
at the left—leading companies in 12 outstanding American industries. 


MAINTENANCE OF INVESTMENT QUALITY-—A Research 

Department is constantly engaged in studies of the conditions affect- 
ing the investment standing of the stocks underlying NORTH AMERICAN 
TRUST SHARES, 1955 and 1956. If these investigations indicate that for 
good investment reasons, and solely for the purpose of protecting and 
preserving the quality of the investment, all or any part of any stock 
should be eliminated, such elimination may be made. 


NO SUBSTITUTION — The net proceeds from the sale of any 
stock which may be eliminated are returned to the Trust Share- 
holder. No discretionary substitution is permitted. 


THE CONVENIENCE AND SAFETY OF TRUST ‘AD- 

MINISTRATION— One of the world’s largest trust companies, 
as Trustee, administers the investment for Trust Shareholders, han- 
dling all details connected with the receipt and distribution of dividends, 
the compounding of interest monthly on all moneys of the Trust in its 
possession, etc. The Trustee’s continuing fees for the entire life of the 
Trust are provided for in advance. 


MARKETABILITY — Trust Shares are bearer certificates which 
may be converted into cash or the underlying stocks at any time 
through the Trustee. 


Thirty-four high-grade common stocks were 
selected from all of those listed on the New York 
Stock Exchange. Investment appraisal was made by 
industries, and then by individual companies within 
those industries—so that the apportionment of the 
investor’s dollar might follow a carefully con- 
structed plan of relative attractiveness. 

Asa group these 34 stocks have been incorporated 
into a plan which offers a complete program for 
common stock investment today. This is the plan of 
NORTH AMERICAN TRUST SHARES, 1955 (Maximum 
Cumulation Type) and NoRTH AMERICAN TRUST 
SHARES, 1956 (Maximum Distribution Type) 
which give to common stock ownership the safe- 
guards that make for investment instead of 


speculation. 


The day-to-day offering of North American Trust Shares is based upon the market prices of the underlying stocks at that time. 


More than 1500 Investment Dealers and Banks are now recommending these shares. 


NEW YORK 
CHICAGO 


ATLANTA TRUST 


North ‘American 


PITTSBURGH 
PHILADELPHIA 


SHARES LOS ANGELES 


DISTRIBUTORS GROUP, INCORPORATED - 63 WALL STREET, NEW YORK 


Owned by a Nationwide Group of Investment Houses 
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70 BROADWAY 
NEW YORK 


This address is known to many 


— 


hundreds of the leading banks 
and trust companies of the 
United States as the home ad- 
dress of Central Hanover Bank 


and Trust Company — their 


New York corres pondent. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 


NEW YORK 


Representatives in London, Paris, Berlin and Buenos Aires 


NO SECURITIES FOR SALE 
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The Solution of One Country Bank Problem 


(CONTINUED FROM PAGE 576) 


funds entrusted with them and lack, 
almost deliberate lack, of enlighten- 
ed understanding of the problems of 
their commercial depositors, are daily 
losing deposits in large amounts to 
metropolitan banks where the large 
commercial depositor feels that his prob- 
lems are understood and his funds may 
be available when, as and if he needs 
them. This latter type of bank is the 
subject of this discussion. 

Consider the failure of banks of this 
type to realize their obligations in the 
following manner: Investment policy, 
lines of credit and general cooperation 
with the needs of the large commercial 
depositor. 


HOW VOLATILE? 


THE management of any bank regard- 
less of its size should have a clear idea 
not only of the amount of its obliga- 
tions, but also of the size of the individ- 
ual units and whether or not they are 
particularly volatile. If a bank has a 
number of commercial accounts carry- 
ing large balances, it should see to it 
that the average of these balances is not 
included in its general investment policy 
but that a separate and distinct invest- 
ment arrangement should be made so 
that these funds may always be avail- 
able when needed by the depositor. 

Funds of this type cannot be used in 
loans which cannot be made available at 
once and must be invested in assets of 
the type known as secondary reserves, 
such as call loans, bankers’ acceptances, 
commercial paper or Government short 
term notes. 

It is true that the earning margin of 
such assets over the cost of handling the 
account and plus interest in some cases, 
is not as great as is the margin in sav- 
ings accounts for instance, but I repeat 
they can be invested safely and profit- 
ably. 

It is also true that where a bank’s or- 
dinary deposit level of, let us say, $10,- 
000,000 is augmented by active com- 
mercial deposits totaling $500,000 or 
more, during portions of each year, such 
funds must be specially treated as to 
their investment, or embarrassment is 
bound to arise when the inevitable with- 
drawals are made. 

Experience has shown a good many of 
the treasurers of our large corporations 
that in a large metropolitan bank the 
natural and necessary high degree of 


liquidity assures ready availability of 
their funds at all times but they have 
had no assurance, except in the very 
well managed, larger country banks, 
that this policy is carried out. If a bank 
has been suffering from a seepage in 
deposits of the larger commercial ac- 
counts, it should most certainly see to 
it that the treasurers of the various in- 
terested depositors are notified as to the 
investment policy adopted in connection 
with their funds. That should remove 
one objection at least and provide the 
large depositor with a feeling of safety 
regarding the availability of his funds. 

Then we might give consideration to 
the matter of lines of credit and the 
rates on which country banks very often 
insist. If a borrower does not carry 
commensurate balances, obviously he 
must be considered as a local borrower 
and the rate should be on that basis. 
But we are considering commercial de- 
positors whose funds are comparatively 
large during certain periods of the year 
and whose business requires the con- 
tinued maintenance of comparatively 
large cash balances. Assuming that the 
depositor is a good risk, most certainly 
he is entitled to be given the advantage 
in rates to which his balances entitle 
him. 


THE INTEREST RATE 


A GOODLY number of our country 
banks will calmly sit back and say that 
their local rate is 6 per cent and that 
they cannot reduce it and then wonder 
at the same time why they are losing 
their large commercial deposits. If such 


As long as five or seven men 
with proper capital and a 
reasonable reason for opening 
a bank can obtain a bank 
charter, whether State or Na- 
tional, just so long will we 
have before us the problem of 
bankers who do not under- 
stand their obligations and 
consequently because of that 
lack of understanding, do not 
understand why their banks 
should not be able to compete 
properly with others. 
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banks would but realize that the com- 
mercial depositor with a commensurate 
average balance can obtain the going 
rate for money at any well managed 
metropolitan bank, if he will also realize 
that if the risk is good, the paper of 
such a commercial depositor is eligible 
for rediscount at the Federal Reserve 
Bank, or can be more easily borrowed 
against at his correspondent bank and, 
therefore, is also a perfectly good sec- 
ondary reserve, and if he will realize 
that regardless of whether he is in 
the country or not, if he is to main- 
tain competition for the large com- 
mercial depositor, he must also be on a 
competitive basis for the rest of the 
business of such depositors, then and 
then only can he hope to retain his fair 
share of such commercial business. 


FUNDS MUST BE AVAILABLE 


FINALLY a large number of our coun- 
try banks are desirous of maintaining 
the large commercial deposit balances in 
their banks but at the same time insist 
on being treated as country banks when 
those funds are to be moved. Country 
banks must realize that the treasurers 
of large corporations, if they are to oper- 
ate efficiently, must have all of the funds 
of their organizations fully available 
when needed and that they cannot af- 
ford to maintain balances with banks 
who do not make those funds available 
on the same basis as though the bank 
were located in a metropolitan centre. 

Between metropolitan banks shifts of 
funds can be made either by wire on 
special arrangement or most certainly 
on an overnight basis with the use of 
checks payable through the clearing- 
house. So far as country banks are con- 
cerned, however, checks collected 
through the Federal Reserve System are 
presented and paid for either by draft 
or by charge against the reserve account 
of the drawee bank on the second day 
after deposit, delaying the availability 
of those funds by at least one day and 
if the distance is great, for a further 
period. The country banker who wishes 
to compete with the city banker in the 
maintenance of large commercial de- 
posit balances, must here again be will- 
ing to live according to the rules of 
competition or he will find it impossible 
to stem the flow of such deposits to the 
metropolitan banks. 

If a metropolitan bank, also carrying 
the account of one of his depositors, pre- 
sents a check for transfer of funds, 
the local banker should (and must to 
retain the business) meet the metro- 
politan (CONTINUED ON PAGE 602) 
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How Banks Can Help Bring Currency from Hiding 


(CONTINUED FROM PAGE 557) 

for Government obligations and pay for 
them by means of a deposit to the credit 
of the Federal Reserve Banks as fiscal 
agents of the United States. Inasmuch 
as payment by this method is in the 
form of credit, should funds for the pur- 
chase of certificates be withdrawn by 
depositors of the subscribing banks, they 
will automatically be replaced by a 
Government deposit, which will remain 
with the bank until called for by the 
Treasury. 

Should the certificates be purchased 
with currency held outside of banks, the 
banks receiving the subscriptions will 
gain the cash deposited by the sub- 
scriber, while they may pay for the cer- 
tificates delivered to the subscriber by 
means of a deposit credit for the ac- 
count of the Government. 


THE OBJECTIVES 


OLONEL Frank Knox, head of the 
Citizens’ Reconstruction Organiza- 
tion, telegraphed to the JOURNAL the 
following succinct description of the gen- 
eral plan and purpose of his program: 
The Citizens’ Reconstruction Organ- 
ization which was launched by President 
Hoover on February 6, has as its pri- 
mary purpose the restoration of confi- 


Editorials 
(CONTINUED FROM PAGE 556) 


not to be done recklessly, but in the res- 
toration of commerce and industry and 
the confidence of depositors in the 
banks.” 

Senator Glass will find bankers in 
complete agreement with him on any 
step that will revive confidence and stim- 
ulate the normal use of credit resources. 
The National Credit Corporation, the 
Reconstruction Finance Corporation, 
the provisions of the Glass-Steagall Act 
and the anti-hoarding campaign, all 
represent types of action which should 
give new flexibility to the nation’s finan- 
cial equipment, and for that reason they 
receive the support of banks everywhere. 

Bankers are not “timid and frighten- 
ed.” Perhaps some have erred on the 
side of safety but they have done so to 
protect the money of their depositors. If 
banks have not functioned in a normal 
way it is because the times are not 
normal. Witness the fact that even Sen- 
ator Glass himself, who holds the respect 


dence and as its secondary purpose the 
enticing of money, now in hiding, back 
in circulation. The primary purpose is 
being developed through newspapers, 
editorials, radio broadcasts, speeches be- 
fore various groups and in newspaper 
advertising. The second objective is to 
be attained through the sale to hoarders 
of Treasury Twelve-Month Certificates, 
payable on demand on 60-days’ notice, 
bearing a low rate of interest and offered 
for sale through the local banks. 

The money received from the sale of 
these certificates will be left on deposit 
for some time at least by the Treasury 
Department in all banks that qualify as 
war loan depositories. Under this ar- 
rangement, the money now locked up 
in safety deposit vaults or hidden away 
under mattresses will be brought back 
into circulation, either through direct 
deposit in banks or through the sale of 
these certificates, the receipts from which 
will be left on deposit by the Govern- 
ment. 

As the rate of interest paid will be 
lower than that paid on savings ac- 
counts, there will be no temptation in 
this regard to savings depositors, but, 
in case some sale is made to savings de- 
positors, the money received will remain 
on deposit in the bank. 

The campaign is to be conducted by 


of all bankers for his acumen in dealing 
with national aspects of finance, spon- 
sored on January 21 a banking measure 
so contrary in some respects to sound 
banking principles, that it had to be 
withdrawn for revision after a week of 
public discussion. With such proof on 


every hand that these are not ordinary 
times, banks must choose discretion. 


Depression Doctrines 


Near the top of the list of current mis- 
conceptions should be placed the belief 
held by some that the banks of America 
had an opportunity to lead the way back 
to recovery, but missed it. Any unbiased 
examination of the record of the past 
two years will show that every construc- 
tive measure either owed its origin to 
men of the banking profession, or en- 
joyed the wholehearted support of 
banks; and that the nation’s bankers 
throughout the depression were the chief 
opponents of the political and business 
quack. There are hundreds of depres- 
sion doctrines which will some day be 
remembered, if at all, merely as evidence 


local community organizations and will 
be directed specifically at those who 
have taken their money out of circula- 
tion and not at the general public. The 
particular manner in which banks can 
be of greatest assistance in this cam- 
paign, will be to concentrate their efforts 
on the safety deposit box hoarders in 
their own institutions. Most banks will 
know who of their customers have with- 
drawn currency and placed it in safety 
deposit boxes. In some way, these in- 
dividuals should be reached by banks 
and every effort exhausted to induce 
such frightened depositors to convert 
the cash they have in boxes to these 
Government securities. 

The argument for such an exchange is 
complete and unanswerable. The cer- 
tificate is, of course, just as good as the 
money they are hoarding. It also bears 
interest, and there should be no great 
difficulty encountered in bringing back 
into circulation the millions of dollars 
now stored away in safety deposit 
vaults, thus depriving business of the 
credit essential to recovery. Every bank 
in the United States which carries on 
a safety deposit business, should under- 
take as its personal part in this cam- 
paign the substitution of the Recon- 
struction Bond for the idle money now 
hoarded by customers in safety boxes. 


that the worries of 1931 and 1932 were 
unusually irksome. 


THE SALES TAX 


Franklyn Hobbs, economist of the 
Central Republic Bank and Trust Com- 
pany, Chicago, in a recent statement, 
makes the following comment on the 
sales tax: 

“After ten years of careful attention 
to every public expression, pro and con, 
we have learned nothing to change our 
conclusions made in 1922 that the sim- 
plest and least burdensome tax which 
could be levied upon the people of a 
country is the direct tax. The horror ex- 
pressed at the mere suggestion of a sales 
tax either is due to lack of information 
or is buncombe of the purest quill. 
Labeling the sales tax with the un- 
popular name of consumption tax is 
merely playing upon the credulity of the 
ignorant. All taxes are consumption 
taxes, and the consumer pays them all. 
Every tax of whatever nature which 
may be levied upon a people must 
finally fall upon the shoulders of the 
ultimate consumer.” 
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A superior product .... plus our 
facilities to quarry, finish, deliver 
and erect-. won this marble contract 


GEORGIA MARBLE 


DELAWARE COUNTY COURT HOUSE, MEDIA, PENNA. 
Cuarence W. Brazer, architect for the old building, erected in 1913, and for the present additions. 
Left. South facade looking west. Right. East end colonnade (entirely new). 


LL of the exterior marble 

work of the new portions of 
the Court House at Media is 
Georgia Marble. This work con- 
sists of the addition of a large 
wing at each end, a_ third 
story to the old building and a 
law library extending above the 
roof of the center portion. 

It was not by mere chance 
that Georgia Marble was chosen 
for this extensive and important 
piece of work. The appearance, 
quality, and durability of the 


THE 
GEORGIA MARBLE 
COMPANY 


Tate, Georgia 


New York. . 


Aritanta . 814 Bona Allen Bldg. 
648 Builders’ Bldg. 


Cuicaco . 


CLevetanp . 1200 Keith Bldg. 


Datias . . . 622 Construction 


Industries Bldg. 


1328 Broadway 


marble, the ability of the pro- 
ducers to quarry, finish, deliver, 
and erect the marble for such a 
large contract were considered 
most carefully by those respon- 
sible for the finished building. 

Our operations extend beyond 
working the marble from our 
nine active quarries in Georgia. 
We take contracts for both in- 
terior and exterior work in any 
combination of marbles neces- 
sary to carry out the architect’s 
design and color scheme. 
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Bowl it again to prove it’s a Strike? 
I should say not! 


The New Noiseless Monroe 


Unbelievably quiet. Speedy. Handy 
in size, and 20 to 25 pounds lighter 
than other calculating machines of 
like capacity. 


HIGH SPEED ADDING-CALCULATOR 
The Machine for Every Desk 


CLEAN strike, all ten pins 
down, checked, proved 
and scored —there they are. 

The New Noiseless Monroe 
has brought the same first-time 
certainty of accuracy to the 
production of banking figures. 
You get “Spot-Proof” of the 
accuracy of each step in every 
problem as you finish that step. 
The final answer is a proved 
answer, and proved answers 
need no refiguring. 

To your own business, 
“Spot-Proof” means that any 
time now spent refiguring to 
prove the accuracy of answers 
is an unnecessary cost. 


Monroe “Spot-Proof”’ is the 
greatest advance in financial 
figuring since the first Monroe 
was made in 1912. It is possi- 
ble because of several radically 
new features of the Noiseless 
Monroe—new shadow-ring 
keyboard, new accumulator 
dials, negative and positive, 
new half-cent and split dials. 

The pamphlet “Spot-Proof” 
will give you further informa- 
tion on this far-reaching new 
economy in figuring. It shows 
typical problems done the 
Monroe “Spot-Proof” way. 
Send the coupon today for 


your copy. 


Monroe Calculating Machine Co., Inc., Orange, N. J. 


Please send me a copy of “Spot-Proof”. 


Name 


Address 
City 
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The Pinch of the Income Tax 


graduated up to 37 per cent on incomes 
between $100,000 and $200,000 and 
reaching a maximum of 40 per cent on 
incomes of $500,000 or over as com- 
pared with a maximum of 20 per cent 
on incomes in excess of $100,000. 

In mid-February, however, it was 
found that the December estimates were 
too optimistic. As a result of current 
business conditions it was estimated 
that that revenue under the present law 
would amount to $321,000,000 less than 
had been calculated while the estimated 
revenue at the new rates would fall short 
of the December estimates by $134,000,- 
000. That is a difference of $455,000,- 
000. This would present a deficit of $1,- 
375,000,000 to be covered instead of the 
$920,000,000 estimated two months be- 
fore. By certain economies the Treasury 
now estimates $1,241,000,000 as the 
amount actually to be covered. 


FURTHER INCREASES PROPOSED 


THE Treasury Department proposed 
to raise $253,000,000 of this deficit by 
further increases in the income tax. The 
corporation tax is to be increased by 
¥ per cent in addition to the 4% per 
cent recommended in December,—mak- 
ing the actual tax 13 per cent in all. The 
surtaxes on the individual taxes are to 
commence with 1 per cent on incomes 
of $6,000-$10,000; 2 per cent on $10,- 
000-$12,000; 3 per cent on $12,000- 
$14,000; 4 per cent to 38 per cent on 
$14,000-$100,000; and on to a maxi- 
mum of 42 per cent on $500,000 and 
over, i.e., 1924 rates plus 2 per cent. By 
these increases the corporation tax is 
expected to produce $69,000,000 over 
the present rates while the individual 
taxes will produce an additional $184,- 
000,000. Nevertheless the total raised 
by income taxes, including the addi- 
tional rates, will not exceed the original 
estimate for the year,—around $1,100,- 
000,000 or only about 45 per cent of the 
income tax collected in 1930. 


DISTRIBUTION CHANGES 


IN ordinary years the greater part of 
these taxes would come from corpora- 
tions. In 1930 corporations paid 1,117 
millions as compared with 1,060 mil- 
lions by individuals; in 1931 corpora- 
tions paid 891 millions as compared 
with 730 from individuals. In the first 
seven months of the current year cor- 
porations paid 392 millions as compared 
with 246 millions. But new rates intro- 
duce uncertainties. The additional 1 per 


(CONTINUED FROM PAGE 559) 


cent corporation tax is expected to in- 
crease the yield by 69 millions; the new 
rates on individual incomes contemplate 
an increase of 184 millions. Individual 
incomes, therefore, will pay a larger 
though not the greater share. 

The more significant change is in the 
distribution of the tax among individ- 
uals. In 1929, for example, net incomes 
of $5,000 and under paid 0.4 per cent; 
between $5,000 and $10,000, 0.8 per 
cent; between $10,000 and $25,000, 5.9 
per cent; between $25,000 and $50,000, 
11.4 per cent; between $50,000 and 
$100,000, 16.2 per cent; between $100,- 
000 and $150,000, 9.9 per cent; between 
$150,000 and $300,000, 15.7 per cent; 
between $300,000 and $500,000, 9.7 per 
cent; between $500,000 and $1,000,000, 
10.6 per cent; and those over $1,000,- 
000, 19.4 per cent. 

It requires little examination of this 
list to realize that some one has been 
making “the rich pay.” But the depres- 
sion has hit the rich rather harder than 
the middle income class. In 1929 in col- 
lections on the calendar year 1928 there 
were 15,780 individuals with a net tax- 
able income of $100,000 and over and 
they paid $700,341,000 or 63.6 per cent 
of the tax on individual incomes. In 
1931 on the basis of incomes in the 
calendar year 1930 there were only 6,- 
152 such individuals and they paid only 
$237,716,000 or 51 per cent of such tax, 
—dquite a sizeable sum but the decline in 
the tax was 66 per cent as compared 
with a similar decline of 22 per cent on 
incomes irom $5,000 to $10,000 and 49 
per cent on incomes from $10,000 to 
$100,000. 


STUDYING THE DECLINES 


THE comparative decline last year over 
the year before and presumably this year 
over last is significant. Salaries, divi- 
dends, interest and rents showed com- 
paratively smaller decreases. The great- 
est decline came in sales of real estate, 
stocks, bonds. Profits reported from 
sales of real estate, stocks and the like 
in 1928, including capital net gains, 
amounted roughly to $4,230,000,000 
against which were losses totaling $170,- 
000,000. In 1930 profits reported from 
the same source aggregated $1,070,000,- 
000 against which were losses aggregating 
$980,000,000. Hence the desire of the 
Treasury and others to repeal the net 
capital gain and loss provisions of the 
law. Since salaries, rents, interest, divi- 
dends and the like have shown the least 


decline during the depression the Treas- 
ury pins its hope to the middle class in- 
comes which are derived mostly from 
such sources; and so the surtaxes start 
at the $6,000 level. 

Corporation incomes between 1929 
and 1930 declined by about 45 per cent 
thus leading to a decline of that rate in 
the corporation income tax collections 
last year as compared with 1930. Dur- 
ing 1931 such incomes declined further, 
—about 15 per cent according to pre- 
liminary calculations. The result is that 
income taxes from corporations during 
the coming fiscal year would be reduced 
by a further 15 per cent if the rates were 
not raised. The proposed increase of 1 
per cent is roughly 814 per cent. There 
is considerable criticism of this proposed 
increase,—curiously enough, from cor- 
poration officers. The reason can be 
readily ascertained. Most of the officers 
of large corporations come in the upper 
brackets in individual taxation. They 
know what surtaxes mean when the 
matter gets into the $25,000 class up. 
On the other hand the increase in cor- 
poration taxes seems trivial. 


A CORPORATION EXAMPLE 


TAKE, for example, the case of a cer- 
tain prominent oil distributing com- 
pany. Its net distributable income last 
year was roughly $40,000,000. At the 
12 per cent rate its income tax would 
be $4,800,000. At the 13 per cent rate 
it would be $5,200,000,—a difference of 
$400,000 or just about one cent per 
share of the company’s stock. It is a 
rather safe gamble that the company’s 
dividends would not have been any 
lower had the increase in taxes been 3 
per cent instead of 1 per cent and the 3 
per cent increase would have chipped 
$100,000,000 off of the deficit block. One 
other point in corporation income taxes 
also is to be noted. Under the law a 
corporation may carry forward for two 
succeeding years its losses in any one 
year. When business recovers these 
losses will be written off so that cor- 
poration tax collections in the first two 
years of recovery will be comparatively 
small. 

Shifts in the incidence of the tax, es- 
pecially shrinkage in the revenue from 
incomes based upon speculative or “big 
business,” will doubtless change the dis- 
tribution of the tax under whatever new 
law is enacted but the general distribu- 
tion is likely to be much the same as it 
has been. (CONTINUED ON PAGE 590) 
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Commercial Accounts : 


* 


Posting Machi 


Liability Ledger 
Machine 


Machine for Writing 
Transit Letters 


Bank Clearings and 
Proof Machine 


Savings Accounts 
Posting Machine 


TODAY, THERE IS A NATIONAL FOR 


EVERY KIND OF BANK ACCOUNTING 


The complete line of National 
Accounting Machines enables a 
bank to standardize on one kind of 
equipment for every department. 


New and improved models give 
better results on every type of bank 
accounting from proof work to 
general and special ledgers. 


Especially important is the new 
commercial account posting 
machine with improvements and 
new features which give it distinct 
advantages. Simplicity of opera- 
tion, accuracy and economy are 
provided to the highest degree. 


On bank clearings and proof, on 
old and new balance proof and on 
writing transit letters National 


machines built expressly for this 
purpose provide necessary results 
quickly and at low cost. 


For the more elaborate accounting 
required on trust ledger, liability 
ledgers and general ledgers, a wide 
carriage, multiple-total machine 
gives results which make it the 
logical equipment to use. 


In the savings department the 
National Posting Machine gives a 
protection and service that no 
other equipment can give. 


In banks where dividend or pay- 
roll work makes it necessary to 
issue large numbers of checks the 
National Check Writer and Signer 


can show remarkable savings. 


National 


POSTING AND ACCOUNTING MACHINES 


Frequently more than one type of 
work can be done on one machine. 
Trust and liability ledgers for 
instance are often combined. 
Whatever the application... 
there are distinct advantages in 
National Accounting equipment. 
The National Cash Register Com- 
pany, Dayton, Ohio. 


Our representative in your city will 
be glad to give complete information 
on National Accounting Machines 
for any application you may desire. 


588 
A 
ew, 
t 
SE 
: — t 
>» t 


AMERICAN BANKERS ASSOCIATION JOURNAL for MARCH, 1932 


Let the Stock Exchange Lead the Way 


utility and industrial—are now listed on 
the New York Stock Exchange or the 
Curb, and the rate of commission is too 
small to permit either the members of 
the Exchanges or non-members to main- 
tain a selling force in the field. 

In 1920 very few issues of public 
utility or industrial bonds were listed, 
and for a few years the bulk of such 
securities had an over-the-counter mark- 
et, so that the retail bond houses made 
a profit not only in the original syndi- 
cate, but also in the subsequent buying 
and selling. The profit margins were 
wide enough so that the individual bond 
salesmen could call on private investors 
as well as country banks and make a 
fair living selling bonds in small quanti- 
ties. The experienced salesmanager knew 
that when an individual bought a bond 
he held it until there was a substantial 
reason for disposing of it, and it meant 
a permanent distribution that permitted 
the ready maintenance of reasonable re- 
sale markets. In fact, many houses 
prided themselves on their ability to 
maintain good markets for their own 
issues and often sizable unlisted issues 
were more readily marketable with less 


fluctuation in price than many listed 
bonds. 


EMPTY SHELVES 


The desire on the part of the public 
for listed securities forced the listing of 
more and more representative bond is- 
sues, so that gradually the bond houses 
found they could only derive a profit 
from the primary sale of new issues to 
the public. The moment the initial dis- 
tribution was completed, and often this 
was done in an hour or two in the 
morning, there was no profit in handling 
it and the market was left to care for 
itself. By 1925 this process had de- 
veloped to such an extent that the retail 
bond houses found difficulty in keeping 
a list of sound bonds on their shelves; 
there was no profit in secondary sales, 
and the competition for new issues 
forced the underwriting compensation 
So low that it was difficult for them to 
make a living. 

The bond houses then turned to the 
investment trust for a medium which 
could take advantage of the stock mark- 
et popularity and permit distribution 
at a profit, and as long as the bull mark- 
et lasted they had something to sell. 
I do not say that the bond houses were 
free from blame in their handling of 
investment trust issues, but I believe 


(CONTINUED FROM PAGE 555) 


the low rate of commissions on stock 
exchange bonds makes it impossible for 
them to trade in such bonds and exist, 
and they had no choice but to sell invest- 
ment trusts or go out of business. When 
the break in the market came, the inev- 
itable result was the loss of bond busi- 
ness and also the loss of the major part 
of the good will they had built up in 
ten years. And so they have practically 
disappeared. 


NOT ENOUGH FOR SALESMEN 


It is quite evident that the present 
Stock Exchange commission rates on 
bonds were never intended to cover 
transactions where sales efforts were 
necessary, or where the amount involved 
was small. No member could afford to 
send salesmen out to sell the private in- 
vestor on a gross commission of $2.50 
per bond. The result was that the bond 
houses concentrated more and more up- 
on the banks and old issues were traded 
for new in a steady succession. There 
was no permanent, sound distribution 
and when the pressure of many unfavor- 
able events forced the banks to improve 
their liquid position, and they had to 
sell bonds, there was nobody to buy 
them. Hence the collapse in our bond 
market. 

This condition has been coming on 
for a long time. The liquidation of bonds 
in December 1931 was but a forerunner 
of the devastating process which has up- 
set our financial structure in the past 
year. In an article in the June, 1931 
American Bankers Association Journal 
I stated that. because of the absence of 
the private investor we must expect 
much wider fluctuations in bond prices. 
That article was written in February, 
1931. 


IF RATES WERE RAISED 


Now let us suppose that the New 
York Stock Exchange and the Curb 
should immediately raise the commis- 
sion charges on the purchase and sale 
of listed bonds maturing in more than 
five years from the present rate of $2.50 
per thousand to $10 per thousand, par 
value. The commission rates on shorter 
maturities could be raised in lesser de- 
gree. Let us suppose further that they 
offer to banks, which do not maintain 
bond departments or affiliates, the op- 
portunity to act as retail agents in the 
distribution of listed issues, allowing 
them to retain $2.50 per thousand on 
all bonds bought and sold for customer 


account. The banks could buy and sell 
their own bonds for $7.50 per thousand, 
but would agree to charge all customers 
the regular stock exchange rate of $10 
and would further agree to buy and sell 
all listed bonds through the stock ex- 
changes instead of over the counter. 
Such a plan would have the following 
immediate results. First: By enlisting 
the thousands of country banks it would 
set up immediately the machinery for 
the distribution of a vast amount of 
bonds, with a profit both to the Stock 
Exchange house and the banks. The fact 
that there has never been any possibility 
of profit in listed bonds has furnished 
a constant temptation to banks to rec- 
ommend and sell unlisted issues, often 
of doubtful quality. They were forced 
to give away a vast amount of advice 
and statistical information and often 
took this method of helping to pay the 
expenses. This plan would make it pos- 
sible for any bank to recommend the 
best issues in the country and still make 
a slight profit for its service. It would 
give the private investor in the country 
the same high quality of financial ad- 
vice that has been obtainable only in 
the best stock exchange houses, which 
did not underwrite. It would bring the 
country banker back to his true position 
as financial adviser to his community, 
instead of his past hypocritical position. 


PROFIT WOULD STIMULATE 


Second: The increased profit would 
make it possible for retail bond houses, 
who were members of the exchanges, to 
maintain forces of salesmen in the field, 
calling on both banks and individuals. 
Since there would be no necessity for 
carrying an inventory of bonds, the 
margin of profit would be ample to train 
and keep salesmen of high calibre, who 
could bring to the average private in- 
vestor the best listed bonds of the coun- 
try. Since these salesmen would make a 
commission on whatever they bought or 
sold for the customer’s account, they 
would be free to give the investor the 
best advice possible, instead of offering 
him service and struggling to keep him 
away from a listed security, as has been 
the custom for years. There would grow 
up in the country a force of trained 
men with as great a professional pride 
in their business as a doctor or an at- 
torney. It would do more to instill con- 
fidence in the integrity of the financial 
centers than any one thing. 

Third: It would give to the Stock 
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Main office in 
SACRAMENTO 
Population — 93,750 


One of the 410 offices through which 


this banking organization renders statewide correspondent 


service. —-—: Head offices are in the two Federal Reserve 


cities in California: San Francisco and Los Angeles —— 


BANK OF AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


Bank of America National Trust & Savings Association, a National Bank, and 


Bank of America,a California State Bank, are identical in ownership and management 
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Exchange the leadership in the greatest 
movement for the re-establishment of 
security values in this country. Today 
they are but a passive group awaiting 
the buying orders which do not come, 
and throwing a pall of discouragement 
over the whole country because they 
are themselves losing money and cannot 
see the way out. They would be search- 
ing the listed market for bargains, get- 
ting out literature to sell them, and 


| sending out their salesmen as mission- 
| aries of confidence to a people who do 


not know which way to turn. They 
would force the prices of sound bonds 
up to their true values; they’ would 
make money for hosts of clients; and 
they would bring back to banks millions 
of dollars at present lost because of the 
unreasoning depreciation of security 
values. They would stop hoarding not 


| only by reason of their salesmanship, 
_ but because a rising bond market would 
| do more than anything else to restore 


confidence in the banks. It is the great- 
est opportunity ever presented to a 
group of men to be of service to the 
country—and make money at the same 
time! 


The Pinch of the 


Income Tax 
(CONTINUED FROM PAGE 587) 


The income tax in the aggregate, of 
course, rests upon both population 
and wealth and _ both population 
and wealth are largely centered in the 
northeastern part of the country. Never- 


| theless the actual incidence of the tax 


seems strikingly unequal. Of the tax on 
individual incomes collected in 1929, the 
last year for which there is complete 
tabulation of returns, 39.7 per cent of 
the revenue came from the state of New 


York; 82.81 per cent came from states - 
_ east of the Mississippi and north of the 
| Mason and Dixon line; 8.85 per cent 


from states west of the Mississippi and 
8.34 per cent from states east of the 
Mississippi and south of the Mason and 
Dixon’s old line. The tax on corpora- 
tions in general conforms to the same 
comparative distribution. 


A great deal of interest is already 
being evidenced in the Anti-Hoarding 
Campaign. One of the largest manufac- 
turers of safety paper used in the manu- 
facture of checks, stocks, bonds and so 
forth is using national advertising built 
around the copy thought, “Bank Your 
Money and Pay By Check”. 


AME 


590 
| 
the 
| 
own 
fifth 
: 
eres 
al 
2 > : “Bie 0 
| 
the 
an 
| an 
| ur 
cal 
wl 
ou 
m 
to 
| gt 
We 
| 
| 
| : 
| 
| 
te 
je 
th 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL for MARCH, 1932 


First the Railroads 


(CONTINUED FROM PAGE 561) 


the railroad held 404,000 shares of their 
own company stock representing one- 
fifth of the outstanding shares and these 
stockholders are located in every state 


in the Union and practically every 


foreign country. 


These are large figures and indicate 
the extent to which our people are in- | 


terested directly and indirectly in the 
railroads’ problems. Every depositor of 
a national bank, state bank, savings 


bank, and the holders of fire and life | 
insurance are affected by the earnings | 
of our railroads. Probably every college | 
and university with an endowment fund | 
has at least part of their funds invested | 


in railroad securities. 


One might naturally ask the question 


—“But why should these amounts be 
invested in railroads—why not some 
other investment?” Well, they have 
other investments, but who can blame 
them when over a long period of years 
some railroad bonds have been prime 
investments and the industry itself has 


been basic and necessary for the devel- 


opment of our country. 

Then what is wrong with the rail- 
roads? A well established custom at one 
period of our history may at another 
period in the light of other circum- 


stances be construed as unethical. If | 


this can be construed as against public 


policy, then the railroads and many | 
other lines of business have sinned in | 


the past, but this has been corrected 


and that water has gone over the dam | 
and on out to sea. One restrictive meas- | 


ure after another has been enacted until 


today we find by act of law that they | 
cannot set the price of the commodity | 
which they sell—transportation—with- | 


out the approval of the Interstate Com- 


merce Commission, while a cosmetic or | 
tooth paste can be sold at any price it | 


will bring regardless of its cost. 


The American Telephone and Tele- | 
graph Company subsidiaries spend each | 
year many millions on development | 


work as planned by their economic re- 


Search departments. The probable | 
growth of each district is calculated with | 
mathematical precision. Cables are laid | 
on the basis of these charts and equip- | 
ment is purchased and financing ar- | 
fanged accordingly. They have pro- | 
jected reasonable future probabilities on | 
the basis of these facts. If this were not | 


Possible new telephone _ installations 
would be delayed and the rates to the 
users would be infinitely higher. 


In the case of railroads, this is not | 


MODERNIZING 


Helps 
Maintain 


Profits 


| i vege you see it demonstrated in your own bank, it 
is difficult to realize what a tremendous difference 
in overhead can be effected by really modern equipment 
housed in a scientifically designed structure exactly fitted 
to your needs. 


Vitally important as operating economies are in the larger 
banking institutions, they must be given even greater con- 
sideration in the smaller banks if profits are to be main- 
tained. With a smaller force of employees, efficiency and 
convenience in building and equipment assume a correspond- 
ingly greater value. 

Through the savings now made possible with the decline 
in builditig costs, the officials of even the smallest bank can 
realize their dream of a fitting new home for their institu- 
tion, or the modernization of their present structure through 


adequate remodeling. 


& et our bank building 
experts with their quar- 
ter century of experience, 
suggest proven ways and 
means of reducing your 
overhead .... We offer 
a complete service. Write 
for information — no 


cost, no obligation. 


ST. LOUIS BANK BUILDING 
AND EQUIPMENT COMPANY 


“Designers, Engineers and Builders for Banks Exclusively 
SAINT LOUIS * + HOUSTON 
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These New York State Cities 


are served by 


Marine Midland Banks 


NEW YORK CITY 
BUFFALO 
ROCHESTER 
BINGHAMTON 
JOHNSON CITY 
JAMESTOWN 

CORTLAND 
ALBION 
BATAVIA 
ENDICOTT 


EAST AURORA 
SNYDER 
LACKAWANNA 
TONAWANDA 


NORTH 
TONAWANDA 


LOCKPORT 
TROY 
OSWEGO 
NIAGARA FALLS 


If close contact with business through- 


out New York State is important to 


you, an account at a Marine Midland 


Bank” is well worth while. 


Banks of the 


MariInE MipLanp Group 
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COMBINED RESOURCES OVER $600,000,000 


*Each Marine Midland Bank is managed by local officers 


and local directors. Yet, through the parent company, the 


Marine Midland Corporation, each is closely associated with 
every other bank in the Group. 


possible to the same degree of accuracy 
as many extraneous regulations have to 
be considered and there is a continuous 
demand for adjustment of rates so that 
estimated receipts on one basis may not 


| long continue. 


By legal requirement we say to our 
railroads that they are not allowed to 
earn and keep beyond 534 per cent on 


| their property investment and to find 


out what this property investment shall 


| be our Government has spent over $41,- 


175,000. These are actual figures taken 


| from the Interstate Commerce Commis- 


sion reports from June 30, 1912, to 
June 30, 1931. It has been estimated 
that this work has cost the railroads 
themselves approximately $140,000,000 
in compiling and furnishing the neces- 
sary data. 


AS THE GOVERNMENT WILLS 


They may not extend their lines to 
any given point or abandon any part of 
their lines unless the Government ap- 
proves, and must make extensions if the 
Government so wills. 

They must add to their equipment as 
the Government directs. No matter how 
pressing the need, they cannot readjust 
the wages of their organized employees 
to meet changed economic conditions 
without following a procedure pre- 
scribed by law, involving tedious and 
hampering delays unless the employees 
themselves voluntarily agree to the 
change. 


HARMFUL DELAYS 


I do not wish to convey the idea that 


| regulation of a public carrier is unde- 
| sirable, but I do wish to claim that im- 


proper, unreasonable and _ inequitable 
regulation with consequent long delays 
are most harmful. 

We like to believe that almost any 
business with good management and 
harmony in its organization, with re- 
sultant team play, can be successful. 
Probably they can if left to their own 


| management, but how many businesses 
| can be successful if they are hemmed 


about with all kinds of restrictions not 


_ of their own making? 


Such is the position in which our rail- 
roads find themselves at this critical 
period of our history,—an industry 
which during 1929 handled approxi- 
mately 450,000,000,000 revenue ton 
miles of freight or 75.89 per cent of the 
entire freight traffic, while 12 per cent 
went to lake routes and 4.3 per cent 
went to inland waterways; 4.9 per cent 
to pipe lines; 2.5 per cent to motor 
trucks and .5 per cent between electric 
railways and air lines. 
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Old Fashioned 


Statesmanship Comes 
to Washington 


(CONTINUED FROM PAGE 553) 
as the Federal Reserve can now redis- 
count. He_says that the Federal Reserve 
“has not broken down. The member 
banks in the system, the banking com- 
munity of the United States, have 
ceased to function through abject fear 
and have communicated this fear to de- 
positors. That is where the break-down 
is.’ Senator Norris thinks “the banks 
are guilty of hoarding money which they 
are charging against the people gener- 
ally” because they have failed to use 
their eligible assets. Senator Robinson 


thinks that “almost every bank in the | 


United States is attempting to main- 
tain its liquidity to such a degree that 
it has almost as much money as it has 
total deposits; and, of course, even those 
who have no more knowledge of banking 
than one of my limited experience real- 
ize that when a bank gets in that situa- 
tion it is not functioning.” Almost alone 
in his idea, Senator Walsh thought that 
perhaps banks had not been making 
more loans because good loans were not 
to be had. 


MISTAKEN THEORY 


Caution or cowardice? 
peculiarity of the Senate debate on the 
Glass-Steagall bill, as it has been of 
much of the discussion of the banking 
situation, that criticism is directed to- 


ward banks and bankers on the theory | 
that they are unwilling to risk their own | 


money. The responsibility of bankers 
toward commerce and industry has been 
greatly emphasized with liberal charges 
of selfishness while the responsibility of 
the bank to its depositors has been 
largely overlooked. The distressing fact 
about the present situation in banking 
is that whatever risks are run are risks 
of other people’s money. 

It seems evident that the heart of the 
question of loosening up bank funds 
for loans under present conditions lies 
in the attitude of groups of banks and 
eventually the Federal Reserve as to 
what will constitute safe loans and what 
collateral will be accepted as satisfac- 
tory for the advances to be made to 
groups of five or more member banks 
or to individual banks in emergency 
cases. Bankers are likely to realize 
quickly that unless new loans are of the 
sort eligible for rediscount they are of 
a distinctly secondary line of defense in 
case of trouble for no bank is to receive 
the benefit of these new rediscount 
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What other 


SAFETY 
PAPER jas: 


nable safety of the chemically treated, and plain sur- 
face colored, Gilbert Safety Bond - the “double bar” 


The perfect 


The impreg- 


safety paper? 


legibility made possible only by the extreme contrast 
between the plain, no-pattern surface tone of the 


paper and the imprinting and writing? 


The strength 


and tear resistance that are achieved by the evenly 
It was a 


intertwined rag and purified cellulose fibres that form 


There is but 


one such Safety paper - Gilbert Safety Bond. The big 


the body of this bond paper? 


reason for its increasing demand is its proof against 
fraudulent alteration without loss of legibility. De- 
mand Gilbert Safety Bond of your printer or litho- 
grapher. Made in white and six attractive pastel colors. 
GILBERT PAPER COMPANY, MENASHA, WIS. 


GILBERT 


SAFETY BOND 
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She 


burglars 


haven't a chance 


Although 1931 saw an increased number of 
holdups and burglaries, records prove that 
the thugs did not get very far trying to 
operate against protected banks. Wise 
ones don't try it. Banks which are protected 
with “BANKERS” Electric Alarms were given 
a wide berth. The United States Treasury 
and eighteen Federal Reserve Banks and 
branches chose this equipment... probably 
because never has a vault so protec- 
ted been burglarized! That fact is worth 
noting. 

BANK OFFICIALS will find “Still Better Vault 
Protection” an interesting booklet. It is sent 
on request...no obligation! 


@ SERVICE! 
We install and maintain bank protection systems 
in any town in the U.S.A. through 117 A. D. T. offices. 


PROTECTIVE ASSOC 
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privileges until it has exhausted its eligi- 
ble paper. To release eligible paper for 
the purpose of making a non-eligible 
loan, therefore, is likely to require a cer- 
tain amount of moral courage and a 
very definite idea of what the higher 
authorities in the credit hierarchy are 
going to consider safe and satisfactory 
paper. In the matter of ineligible paper 
some reasonable rule may be established 
as to investment collateral,—railway, 
public utility, municipal and other 
bonds and the like. The use of such col- 
lateral for loans, however, may impinge 
upon secondary reserves. It might be 
justifiable in an emergency such as that 
contemplated by the group and indi- 


vidual bank rediscount privilege but it 


is not likely to commend itself to con- 
servative bankers as the basis of mak- 
ing new loans. The question of new 
loans, in short, largely resolves itself 
into what may be considered safe loans 
under present conditions. That is a 
question which group bankers and the 
Federal Reserve will have to decide; 
it is a question which individual banks 
have been trying to decide for a good 
many months. 

The fact of the matter is that new 
loans depend largely upon the banks’ 
use of their eligible paper. The new 
Glass-Steagall Act certainly provides a 
means of meeting emergencies after 
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eligible paper has been exhausted and to 
that extent it directly encourages new 
loans and a more liberal loan policy on 
the part of the banks. There is little 
question, also, that a more general use 
of eligible paper in rediscounts at the 
Federal Reserve will in itself furnish 
abundant credit facilities for all need- 
ful purposes as contended by Senator 
Glass. 

On the 29th of last September mem- 
ber banks held loans eligible for redis- 
count with the Federal Reserve and 
Government securities to the amount of 
$8,561,628,000 and their rediscounts 
were only $465,711,000. These eligible 
resources were widely distributed. Of 
the eligible commercial paper $1,210,- 
000,000 was held by country banks, 
$980,000,000 by reserve city banks and 
$807,000,000 by central reserve city 
banks. 


—~ COUNTRY BANK HOLDINGS 

The distribution of Government se- 
curities was less favorable to country 
banks which held $1,434,000,000 as 
compared with $1,993,000,000 for re- 
serve city banks and $2,138,000,000 for 
central reserve city banks. But Govern- 
ment securities as the basis for redis- 
counts can readily be secured by coun- 
try banks,—only too readily, perhaps, 
in the oncoming flood of Government 
financing to cover deficits and the use 


| of Treasury funds growing out of the 
|~Treasury’s handling of the Reconstruc- 


tion Finance Corporation’s debentures 


| in case Government purchase becomes 


desirable. In his statement to the Senate 
Senator Glass showed that out of 7,600 
member banks in the Federal Reserve 
System,—his figures were evidently 
compiled several weeks ago,—only 85 


| banks were without eligible paper, three 


in the Boston district, four in the New 
York district, 15 in the Philadelphia 
district, 21 in the Cleveland district, 
seven in Richmond, two in Atlanta, five 
in Chicago, five in St. Louis, seven in 
Minneapolis, four in Kansas City, one 
in Dallas, and eleven in San Francisco. 
On January 30 the Boston Federal Re- 
serve Bank could discount $232,000,000 
in addition to its existing loans; New | 
York, $1,206,000,000; Philadelphia, 
$198,000,000; Cleveland, $300,000,000; 
Richmond, $121,000,000; Atlanta, $94,- 
000,000; Chicago, $831,000,000; St. 
Louis, $102,000,000; Minneapolis, $75,- 
000,000; Kansas City, $98,000,000; 
Dallas, $52,000,000; and San Francisco, 
$190,000,000. There is no question but 
that the money is there and rather well 
distributed; but to loosen it up—aye, 
there’s the rub. 

Federal bank legislation so far in this 
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session of Congress is applied solely to 
banks which are members of the Federal 
Reserve System. There are approxi- 
mately 7,400 banks in the Federal Re- 
setve system at the present time and 
they control, according to the last re- 
port, 42 per cent of the banking re- 
sources of the United States. However, 
there are approximately 11,500 state 
banks which are not members of the Re- 
serve System and they control 38 per 
cent of the country’s banking resources. 

It is among these non-member banks, 


as a class, that most of the present trou- | 


bles in the banking world arise. How far 


these non-member banks are to be aided | 


by the new rediscount system in the 
Federal Reserve is.a_matter for bankers, 
not Congress.to decide. The provisions 
of the Glass-Steagall Act look to a cer- 
tain amount_of cooperation between 
member banks in the organization of 
groups for the assistance of other mem- 
ber banks. Such cooperation is not so 
easy as between member and non-mem- 
ber banks but an extension of the prin- 
ciple may well commend itself to all 
bankers in all parts of the United States. 
In any event it is now up to the bankers. 


How Banks May Help 
Their Customers’ 
Sales 


(CONTINUED FROM PAGE 571) 


him recently as fellow-directors of some 
trade association, or as fellow-trustees of 
some public or charity institution. Al- 
most surely we discover some direct, 
friendly approach that can legitimately 
be turned into an interview for our man- 
ufacturing friend without presuming un- 
duly on any connections or slight ac- 
quaintanceships. However it is done, the 
manufacturer’s sales executive is pres- 


ently on his way to the appointment | 


which he has previously been unable to 
obtain. 

Just about three months ago one of 
our officers made exactly this sort of 


ApMINI 


AMERICA 
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HIS pamphlet, outlining the services rendered 


by our English Trust subsidiary—the Guaranty 
Executor & Trustee Co., Ltd., London—will be sent 


to fiduciaries and lawyers on request. 


We invite trust companies, banks, lawyers and 


other executors and administrators to avail them- 


} 


selves of the facilities of our British trust subsidiary, 
for the prompt and efficient administration of 
English assets in estates which they are handling. 


Further information will be supplied on request. 


Guaranty Trust Company of New York 


Fifth Ave. at 44th St. 


LONDON PARIS BRUSSELS 


solicitation of a large manufacturing | 


company in an Illinois city. The sales | 


executive was called into the conference, 
gave our man a list of several large 
corporations in Chicago which he had 
been unable to reach satisfactorily, told 
why he knew he could save them money, 
and expressed a desire to come to Chi- 
cago for a couple of days the next week. 
The officer working on this important 
account took a day off from his other 
banking duties and spent it finding legit- 
imate, unforced ways in which we could 
assist the sales manager. 

A week later he received a copy of a 


140 Broadway Madison Ave. at 60th St. 


LIVERPOOL HAVRE ANTWERP 
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letter that the sales executive had writ- 
ten to the treasurer of his company. It 
went into some detail in explaining the 
difficulty of seeing the type of executives 
whose approval must be won in selling 
their product. It narrated the sales 
executive’s experience two weeks earlier 
in New York City in trying to reach 
this same class of men, for the most part 
unsuccessfully. Then he went on to tell 
the way in which doors were opened to 
him in Chicago through the co-opera- 


tion of the bank’s enthusiastic directors 
and officers. 

In conclusion, the sales manager re- 
quested the treasurer to excuse him this 
intrusion into financial matters which 
are not, strictly speaking, any of his 
affair. “But”, he implored the treasurer, 
“you will be helping us tremendously if 
you will put a good-sized account into 
the Central Republic Bank and Trust 
Company.” And he went on to point out 
that while we were very good about 


— 

| 
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Industry Turns to Electricity 


and 


Gas 


@ Industriesinareas served bytheAssociated 


Gas & Electric System are modernizing by 


substituting electricity for steam power, by 


replacing private electric plants with central 


station service, and by sub- 
stituting gas for other fuels. 
The result of these changes 
over the past five years is: 


TOTAL PLANTS 
MODERNIZED . 
With Electricity . 
With Gas. .... 


1,267 
951 
316 


Since 1920, the use of both electricity and 


gas in industry has been more than doubled. 


Still, only 75 per cent of industry is now 


electrified, and only 49 per cent gets its power 


from public utility plants. It is estimated 


For information about 

industrial opportuni- 

ties in Associated 
areas, write 


there is an immediate opportunity for an in- 
crease of 50 per cent in the amount of gas 


used for industrial purposes in this country. 


Associated Gas & Electric System 


“) 61 Broadway, New York City 


giving them this sample of our helpful- 
ness, obviously they could not expect a 
continuance of such enthusiastic co- 
operation unless there was a tie-up be- 
tween his company and the bank. With- 
in a few days, we had a sizable account 
with no strings to it. It was definitely 
understood that on the banking side the 
relationship would stand on its merits. 
And as part of our service to customers, 
we have helped this company’s sales de- 
partment reach several other prospects 
which had been otherwise unattainable 
to it. 

The plan has been in use intensively 
for only a few months. But it has 
brought us a good many new accounts, 
and we definitely know of a good many 


other desirable commercial deposits 
which will come to us within the next 
two or three months. As the plan is 
used it gathers momentum, and we have 
every reason to believe that it will con- 
tinue to do so for a long while to come. 

We have, of course, found the same 
information valuable to the bank in our 
own solicitation work. In a large bank, 
it is perfectly possible for one officer to 
be working on a prospective account, 
utterly unaware that another officer has 
close contacts with high executives there. 
Now, with these contacts listed and kept 
up to date, we know all the tie-ups be- 
fore we start to work. 

Consider one example. We had rea- 
sons for believing we could be unusually 


valuable to a large merchandising con. 
cern. It might have been possible to 
start a solicitation in the ordinary way 
and carry it through successfully. But 
before we made any other move, we 
checked our contacts. We found one of 
our most active directors listed as a 
close contact of this company, and on 


| investigation he told us that the presi- 
| dent of the mercantile house is his next- 
| door neighbor in the country, that they 
| habitually go for long walks two or three 


evenings a week, and drop into each 
other’s houses in old-fashioned neighbor- 
ly manner. So we asked the director to 
do some missionary work in a few casual 
evening conversations. Only after he had 
reported back that the merchant was 
distinctly interested did we call at the 


| store. The merchant was friendly, lis- 


tened to our story, reacted favorably 
—and we have the account. 


DISCREET USE ESSENTIAL 
A word of warning must accompany 


| this description of our plan. We recog- 


nize that if this method should be used 
indiscreetly or if it should be overdone, 
it would lose its effectiveness and would 
probably backfire to our serious detri- 
ment. We do not want it to take on any 


| flavor of high pressure or of anything 
| but a sincere desire to be legitimately 
_ helpful where there is sound reason to 


believe that it will be profitable to every- 
one concerned and in no sense a nuisance 


' to anyone. So we have surrounded it 


with safeguards to prevent any such 


_ catastrophe. 


The machinery is not at the command 


| of just anyone in the bank who is trying 


to get an account. Only a few, a very 


| few, of our senior officers have been 
_ given copies of the loose-leaf book which 


is its working tool. Anyone also may 


' use these records only by obtaining 
| specific permission and discussing the 


individual case with the head of the 
business extension department or one as- 
sistant who is in charge of this plan. 
Agreement to use this method is given 
very sparingly, and only where it is en- 
tirely permissible from every ethical 
standpoint. A good many of the men 
who regularly solicit business for the 
bank would not be permitted to touch 
it because their discretion is not yet 
proved or their experience not sufficient- 
ly seasoned. For if it should be used in 
any way smacking of impropriety, if it 
should be used as leverage instead of 
as merely a pleasant way to personal 
contact, it would inevitably lose us 
friends and prestige. Properly used, how- 
ever, it has no possibilities of harm and 
has demonstrated great possibilities of 
getting business. 
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Behind the Bond News 


CONTINUED FROM PAGE V) 
banks, of course, can borrow from the 
Federal Reserve on their Governments 
at par, whatever the market price, and 
so are not forced to sell their holdings; 
and now non-member banks can borrow 
from Reconstruction Finance on advan- 


tageous terms on their Governments. | 


The corporation has made no public 
statement of policy on how it lends on 
Government obligations, but if the Fed- 
eral Reserve lends at par on Govern- 
ments, Reconstruction Finance would 


have an excellent precedent for doing | 


likewise. 
For several months the long term 


Government market has not been in | 
good condition. Preference among buy- | 


ers was for the shorter maturities, but 
when Governments had to be sold the 


offering seemed invariably to fall in the | 
long term field. The weakness of the | 


long terms has caused some short selling 


among the various issues. Thus, if one | 


institution wished to protect a consider- 
able holding of a particular issue it did 
so by going short of another issue. It 
borrowed to make delivery of the issue 
it sold and offered as security its own 
long holding. When, at the introduction 


of the Glass-Steagall bill, it seemed that | 


the market was in better condition, there 
was a hasty covering of these short lines. 


In addition a sizable amount of invest- | 


ment buying developed. 


BABY BOND PROGRAM 


From still another quarter appeared | 


relief for the Government bond market. 


For, in connection with the anti-hoard- | 
ing drive initiated in Washington, it was | 
“baby | 


decided to offer to the public 
bonds,” a special issue, payable in 60 
days on demand. Outstanding Govern- 


ments have greeted this plan with a | 


price advance since it promises to tap a 
new source of supply to meet the Trea- 
sury’s requirements. So far during the 
depression the Treasury has had to rely 
wholly on banks, institutions, corpora- 
tions and a few wealthy individuals to 
absorb its large offerings; and of these 
by all odds the most important are the 
banks. In the last year the Treasury has 
offered two issues of long term bonds, 
but the public nibbled not at the obliga- 
tions. Now, however, a special situa- 
tion makes it possible to approach the 
public with a Treasury issue. It is felt 
that a good many persons, either be- 
cause of the lack of banking facilities in 
their community or because they have 
deposited up to the legal limit in their 
postal savings funds, would like to buy 


The Business 

Cycle is Now 

Charted Simply 

... Clearly . . . Graphically 


Investors can now see at a glance why sound secu- 
rities are in buying range. We have prepared a 
chart which we believe to be the most unusual 
conception of the business cycle ever presented. 


This chart is a veritable “‘Financial and Business 
Barometer’. It points out with unassailable logic 
why the present is an especially opportune time 


to invest in 


INDEPENDENCE 
TRUST SHARES 


representing proportionate ownership in a fixed, 
yet carefully supervised, investment in 50 leading 


common stocks. . . offering features that safeguard 


principal and contribute to maximum appreciation. 


“*Time to Buy” is the timely title of this 
chart which you can have for the asking. 


Independence Shares Corporation 
1608 Walnut St., Philadelphia, Pa. 


Governments in convenient denomina- 
tions from $50 up. For every dollar’s 
worth of the special issue which the pub- 
lic buys the market position of the 
“bank” Treasury obligations will be 
correspondingly improved. 

The strength of Governments has 
completely overshadowed developments 
in other sections of the bond market in 
the last month. Yet the position of do- 
mestic corporate obligations has been 
bettered, and prices have rallied, cancel- 
ling the readjustment in values which 
occurred late in January. These bonds 
have derived part of their improvement 


from forces already at work or in sight 
a month ago, including Reconstruction 
Finance, National Credit and the credit 
pool of the carriers themselves, together 
with the formal adoption of the rail 
wage cut. One important new factor 
that has contributed to the rally in do- 
mestic corporate bonds is the extension 
to the Federal Reserve System of the 
Lombard loan principle in emergencies. 

The fact that the Lombard loan plan 
has been broached during a depression 
has caused it to be viewed with disfavor 
in some circles. It should be remember- 
ed, however, that an influential body of 
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TRUST SHARES 


ACCUMULATIVE 


Public Favor 


Tens of thousands of investors 
throughout this and foreign coun- 
tries have selectedCorporate Trust 
Shares, not only because they are 


a means of participating conve- 
niently in the earnings and growth 
of 30 leading American industries 
but—equally important—because 
they afford the special assurance 
which can come only from estab- 
lished, experienced Sponsorship. 


Your Investment House or Bank 


Will Furnish Full Information 


These are fixed investment trusts sponsored by 


ADMINISTRATIVE AND RESEARCH 


CORPORATION 


‘ADMINISTRATIVE 
AND 

RESEARCH 
CORPORATION 


120 Wall Street 


*Also available in distributive type known as Series AA. 


Holders of OLD SERIES Corporate Trust Shares 
may, if they desire, exchange for either of the new 
Get details from any 


series—on a preferential basis. 
authorized distributor. 


New York 


SERIES* 


The Portfolio of the 
new Accumulative 
Series is comprised 
of stocks of these 


30 
COMPANIES 


in equal share 
amounts 


INDUSTRIALS 
Allied Chemical 
American Can 
Am. Radiator & S. S. 
American Smelting 
American Tobacco 
Borden 
du Pont 
Eastman Kodak 
General Electric 
International Harvester 
National Biscuit 
Otis Elevator 
Procter & Gamble 
Union Carbide 
United States Steel 
Westinghouse 
Woolworth 


UTILITIES 
Amer. Tel. & Tel. 
Columbia Gas & Elect. 
Consolidated Gas of N.Y. 
Electric Bond and Share 
North American 
United Gas Improvement 


RAILS 
Atchison Top. & Santa Fe 
New York Central 
Pennsylvania Railroad 
Union Pacific 


OILS 


Standard Oil (Indiana) 
Standard Oil (NewJersey) 
Texas Corporation 


thought in the Federal Reserve has fa- 


vored the adoption of the Lombard loan 
idea for years. Before his death W. P. 
G. Harding, former governor of the 
Federal Reserve Board and later gov- 
ernor of the Federal Reserve Bank of 
Boston, advocated, in these pages, that 
the advisability of broadening the re- 
discount base be given serious study, 
with the aim of including as eligible for 
borrowing purposes high grade munici- 
pal and railroad bonds. The bond 
market has welcomed the introduction 
of this privilege in the Glass-Steagall 
bill, for theoretically it offers an addi- 
tional method of avoiding the sale, at 
ridiculous prices, of bonds which only 


the current abnormalities rob of their 
prime rating. 

In the foreign bond market the month 
was featured by renewed weakness in 
the Japanese issues, owing to the pro- 
longation of the hostilities with China. 
Uruguay gave notice that she was sus- 
pending for the rest of the year sinking 
fund service on her external debt, but 
stated that arrangements had been com- 
pleted for payment of interest for the 
rest of the year. Once again Australia 
preserved unblemished the Common- 
wealth’s debt record by forestalling the 
intention of New South Wales to default 
on February 1 interest and sinking 
funds. 


What Your Association 
Is Doing 


(CONTINUED FROM PAGE 579) 


partments of a number of trust instity- 
tions located in different sections of the 
country. While these schedules are not 
designed to be adopted in their entirety 
in all of the 48 states, where at present 
there are about 48 varieties in rates, 
both statutory and non-statutory, for 
services as executor, administrator, 
trustee, guardian, committee, etc., they 
are intended as a guide to the adjust- 
ment of fees consistent with local prac- 
tices and conditions. 

As an accurate cost accounting system 
is essential to the determination of 
whether or not a trust department is 
making adequate profits, the tested cost 


| accounting system presented by the 


committee is a particularly valuable 
feature of the book. 
The book may be obtained from the 


| Trust Division, American Bankers As- 
| sociation, 22 East 40th Street, New 


York. The price is $1.00. 


CONVENTION CALENDAR 


DATE STATE 

1932 ASSOCIATION PLACE 
April12-13 Georgia Augusta 
April18-19 Louisiana Baton Rouge 
May 10-12 Texas Austin 
May 12-14 New Jersey Atlantic City 
May 13-14 New Mexico Taos 
May 17-18 Missouri Excelsior Springs 
May 17-19 Pennsylvania Pittsburgh 
May 18-19 Maryland Atlantic City 
May 19-20 Alabama Mobile 

| May 19-20 Indiana Indianapolis 

May 19-20 Kansas Kansas City 
May 23-25 Illinois Springfield 
May 24-25 Oklahoma Tulsa 
May 24-26 Tri-States Convention 


(Mississippi, Arkansas, Tennessee) 
Memphis, Tenn. 


May 26-27 West Virginia Fairmont 
May 26-28 California San Francisco 
June 1-3 South Dakota Watertown 
June 3-4 Florida Jacksonville 
June 6-7 Oregon Eugene 
June 7-9 Minnesota St. Paul 
June 9-10 Washington Pullman 
June 9-11 District of Columbia 

Hot Springs, Va. 
June 13-14 Idaho 
June 13-15 New York Rye 
June 15-16 North Dakota Grand Forks 
June 17-18 Colorado Evergreen 
June 20-22 Iowa Des Moines 
June 23-24 Wisconsin Milwaukee 
June 23-25 Virginia Old Point Comfort 
June 25-26 Connecticut New London 
July 11-13 Michigan Mackinac Island 
July 22-23 Montana Glacier Park 


AMERICAN BANKERS ASSOCIATION 
MEETINGS 


April21-22 Mid-West Regional Savings 
Conference 
St. Louis, Mo. 
Executive Council 
White Sulphur Springs, W. Va. 
Fifth Southern Trust Conference 
Nashville, Tenn. 
June 6-10 A. I. B. Convention 
Los Angeles, Cal. 
Tenth Regional Trust 
Conference 


April 25-27 


April 29-30 


Sept. 29-Oct. 1 


Los Angeles, Cal. 
Oct. 3-6 A. B. A. Convention 
Los Angeles, Cal. 


© 
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Does Your Building 


Invite Customers? 


(CONTINUED FROM PAGE 565) 


except in small towns and suburbs. This | 
change has borne beneficial influence up- | 


on bank design in general. The bank 
located in an office building is prevented 
by that very fact from leaning too far 
backward in the matter of conservatism; 
it is open and business-like, with no 
loss of dignity or impressiveness. And 
since the big city banks both then and 
now set the style for the rest of the 
country, there is today no incentive for 
the small town bank to build elaborate 
Roman temples. The recent develop- 
ment of the giant city bank may con- 
tinue this influence even further. When 
a bank extends through 10 or 20 stories 
of an office building, its ground floor 


becomes nothing but an information | 
lobby, from which the customer is di- | 


rected to his particular department. 
Obviously such a bank is even further 


away from the old conception. This is | 
the plan used by the Federal Reserve | 
banks for some years, and by many | 
others, wherever size has compelled it. 


BRANCH BANK DESIGNS 


Another development which is affect- | 


ing the design of small banks is the 


spread of the branch bank. Some large | 
institutions have found it feasible to fol- | 
low a characteristic design, which has | 
been employed, with adaptations to lo- | 
cal conditions, in all branches. The de- | 
sign soon becomes associated with the | 


bank in the public mind and will be im- 


mediately recognizable anywhere,—ob- | 


viously a valuable advertising feature. 

To most people, changes in the style 
of building exteriors are simply a mat- 
ter of fashion, at the mercy of the whim 


@ These are criminal-breeding days. 
Watch out! Have you adequate 
safeguards against the possible 
dishonesty of trusted employees and 
the murderous new tactics of bandits 
ana burglars? 


This newF 
“LOSS-PREVENTION SERVICE” 


.. are you receiving it, free? 


The F & Dis mailing to a desig- 
nated official in each of several 
thousand banks, at monthly in- 
tervals and under confidential 
cover, brief synopses of actual 
claim cases involving bank em- 
bezzlements. The object of this 
service is to familiarize bankers 
with some of the methods by 
which such losses are caused 
and covered up, and thereby to 
enable them to detect possible 


weaknesses in the auditing and 


institutions. If you, too, would 
like to receive these “‘case his- 
tories”, we will gladly add your 
name to our mailing list upon 
request. There is no charge for 
this service, nor will it obligate 
you in any other way. Just drop 
us a line today, on your official 


letterhead. 


FIDELITY & DEPOSIT 
COMPANY OF MARYLAND 


control systems of their own 


and personal taste of the architect. | 
However, it is not so simple as that. | 


Architecture does not change thus from 
the outside in, but from the inside out. 
As we have seen, all of the striking 
changes that have occurred in bank de- 
sign in the last decade have been dic- 
tated solely by the changing needs of 
the bank itself. Banks have stripped off 
tons of architectural cake-frosting and 
have replaced three-foot thick stone 
walls by glass, not at the whim of some 
architect, but because it was good busi- 
ness—because it produced the results 
they demanded. 

The changes within the banking busi- 
ness have been so great that the modern 
bank attempting to do business in an 
old building is under a severe handicap. 
The old building, built for other times 


and other purposes, is simply unable to 
fulfill the required functions of the mod- 
ern bank. The building should be re- 
garded simply as a machine designed to 
function as an integral part of the bank- 
ing business. It is obvious that an an- 
tiquated machine, if it is not an actual 
hindrance, will at least prevent the bank 
from getting maximum efficiency from 
its organization. Since most of the banks 
now in use were built about 20 to 30 
years ago, it seems probable that the 
near future will see a concentrated pe- 
riod of bank building. The large banks 
will probably locate in office buildings, 
the small banks in simple modern build- 


Home Office: 
Baltimore 


Representatives 
Everywhere 


Fidelity and 
Surety Bonds 


Glass Insurance 


i Burglary and Plate 


ings suited to their needs. Especially 
does this seem likely when we realize that 
the modern bank, whether in office build- 
ing or alone, can be built for very much 
less than the expensive fortr« .s type. 


NEW BOOKS 


FEDERAL RESERVE POLICY 1921-1930, by 
Harold L. Reed. Published by McGraw- 
Hill Company, New York. 207 pages. 
$2.50. 

Starting with the Federal Reserve policy, 
following the depression of 1920, the author 
traces, parallel fashion, the course set by 
the System to correlate its policy with the 
vagaries of fluctuating credit and possible 
needs down through the 1930 collapse. 
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How to Organize a 


Clearinghouse 


(CONTINUED FROM PAGE 551) 


task,—the commendable goal of regional 
and city clearinghouse 
everywhere. 

It is of the utmost importance that 
bankéTs pool their strength and actively 
cooperate with each other through city 
or regional clearinghouse. Cooperation 
among banks has become an imperative 
necessity. 

Profit producing policies such as in- 
stallation of equitable service charges, 
lowering interest paid on deposits, fore- 
stalling duplicate borrowings, elimina- 
tion of hazardous banking practices, cut- 
throat competition, and bringing about 
the solution of other banking problems, 
can be brought about successfully only 
through a high degree of cooperation be- 
tween banks. 


SUCCESS PROVED 


The unqualified success of the clear- 
inghouse idea in cities has long since be- 
come an established, recognized fact. 
Originally designed for the sole purpose 
of clearing checks, the clearinghouse has 
gradually developed into an agency for 
the clearance of banking ideas and the 
solution of banking problems. Clearing- 
house facilities which for many years 
past have been so beneficial to city 
banks, are now available to banks in 
smaller towns and country districts 
through what is known as the regional 
clearinghouse association. 


REQUIRED BY COUNTRY BANKS 


Every reason for the maintenance of 
a city clearinghouse applies with equal 
force to the establishment of a regional 
association, and every benefit conferred 
by the former may be enjoyed by the 
latter. The underlying principles of the 
city clearinghouse in a large measure 
are applicable to country districts wher- 
ever there is a group of banks with com- 
mon problems and interests. 

The advantages of regional clearing- 
house associations are so obvious that 
one wonders why such associations are 
not in operation in every sizable geo- 
graphic or natural trade area. The re- 
gional clearinghouse idea is feasible-and 
practical, and is capable of constant, 
progressive development in meeting 
banking problems and new situations. 
Its potential and active usefulness is un- 
bounded. 


AMERICAN 


The Comptroller of the Currency, 
John W. Pole, says: 


“What constitutes good management can 
always be determined by the consensus of 
banking opinion. In our larger cities clear- 
inghouses have played an effective part in 
the development of banking standards. The 
type of work done by these associations 


associations (“should be extended to all banks. I know of 


no better instrumentality by which to build 
up in this country banking traditions strong 
enough to effectively discourage all types 
of bad banking.” 


S. L. Cantley, State Bank Commis- 
sioner of Missouri, makes the observa- 
tion that: 

“Organized cooperation in banking is just 
as essential to success as is organization in 
an army. A most important factor in bank- 
ing is organization for assembling and dis- 
seminating credit information by counties 
or groups of counties, preferably the latter, 
and also, for self-imposed examinations. 
The clearinghouse idea appeals to me as not 
only one of the best corrective but also one 
of the most salutary agencies available for 
stable competitive unit banking.” 

Thomas R. Preston, past president of 
the American Bankers Association says: 

“Regional clearinghouse associations 
throughout the nation would completely 
revolutionize banking.” 


43 REGIONAL CLEARINGHOUSES 


During the past few years, under the 
sponsorship of the American Bankers 
Association, through its Bank Manage- 
ment Commission and_ the cooperation 
of many state associations, there has 
been developed a nation-wide interest in 
this important project. Today there are 
forty-three sizable regional clearing- 
house associations in successful opera- 
tion in twenty-one states, and many 
more are in process of formation. The 
interest in this movement has become 
nation-wide. 

During the past year, under the lead- 
ership of President A. G. Kahn, the 
Arkansas Bankers Association adopted 
a code of sound banking practices, and 
then divided the state into fifteen re- 
gional clearinghouses, each of which is 
now organized and beginning to func- 
tion. Mr. Kahn says: 

“Each district clearinghouse for the pres- 
ent has sole authority to interpret the code 
according to the desires of its members. 
Therefore service charges need not be uni- 
form throughout the state, but only within 
the confines of the individual regional clear- 
inghouse. The progress of installation of ser- 
vice charges during the year has, however, 
been very satisfactory.” 

Commendable progress in the installa- 
tion of regional clearinghouse associa- 
tions has also been made in Nebraska, 
Minnesota, Wisconsin, Missouri, Louis- 
iana, Mississippi, Illinois, Washington, 
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Utah, Colorado, Maryland and several 
other states, and the movement is mak- 
ing real headway in all sections of the 
country. 


ORGANIZATION A SIMPLE PROBLEM 


The set-up and operation of these as- 
sociations is comparatively simple, and 
the expense is almost negligible, while 
the resultant good in behalf of sound, 
profitable banking is immeasurably 
great. The number of banks in regional 
clearinghouse associations vary from a 
dozen or more banks in a county to 80 
or 100 banks in three, five, eight or even 
ten counties. 

The basic plan for regional clearing- 
houses has evolved from simple begin- 
nings. Evolutionary processes in time 
will doubtless bring about a greater uni- 
formity in organization structure, func- 
tions and objectives. Often in the be- 
ginning, the first thing to do is to cul- 
tivate a closer acquaintance and an en- 
larged spirit of confidence among the 
bankers in the association district, and 
then systematically undertake certain 
specific activities, such as: analysis of 
costs and revenues, followed by the in- 
stallation of systematically worked out 
service charges; the creation of a credit 
bureau to safeguard loans of the mem- 
ber banks and stabilize the credit struc- 
ture in the region; giving consideration 
to interest rates, lowering them where 
they are found to be too high; educat- 
ing the public through systematic co- 
operative bank advertising, and so on 
through the list of banking problems. 


A STARTING POINT 


The thing needed in the beginning is 
concerted action and some sort of a 
starting point; growing team-work will 
then naturally expand the operations 
and gradually increase the efficiency of 
the association. A regional clearinghouse 
of the simplest character may ultimately 
find itself willingly doing work of the 
most advanced character. 

The successful experience of regional 
clearinghouse associations now in opera- 
tion in promoting sound banking prac- 
tices and bringing about safer and more 
profitable banking practices, should 
stimulate an interest in setting up a re- 
gional clearinghouse association in every 
district in the land. 

In the face of common problems and 
foes, bankers in many communities have 
not put their heads together—they have 
not pooled their experience and infor- 
mation; they have not established an 
effective type of group action through 
clearinghouse team-work. 
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Your Health 


(CONTINUED FROM PAGE 562) 


the duct system and the banking quar- 
ters are kept comfortable and cool. Win- 
dows may always be kept closed, elimi- 
nating street dust and noise, avoiding 
draughts. Again automatic control 
instruments govern the condition of 
the air in accordance with require- 
ments. 

The standards for comfort presented 
in a study of air conditioning by the 
policyholders service bureau of the 
Metropolitan Life Insurance Company 
gives the following on healthful winter 
conditions indoors: 

“Temperature—a temperature range 
between 68° F. and 72° F. is generally 
accepted as the proper temperature for 
sedentary workers. The optimum va- 
ries with the type and severity of work 
performed—the heavier the work, the 
lower the temperature. Other considera- 
tions, such as clothing worn, acclima- 
tion to warmer temperatures and the 
like, are influencing factors. 

“Humidity—the available evidence on 
the subject indicates the desirability of 
providing a fair percentage of moisture 
in the air. It is contended that air low in 
moisture content tends to dry up the 
mucous membranes of the nose, throat 
and lungs, thus lowering the resistance 
of these organs to infection. It has been 
demonstrated also that higher tempera- 
tures are required for comfort when 
the percentage of moisture is low. Ex- 
cessively high humidities on the other 
hand are undesirable because of their 
interference with the normal evapora- 
tion of moisture from the skin. Exces- 
sive frosting or condensation of mois- 
ture on windows and walls likewise dis- 
courages the use of high humidities. 
Thus a range of relative humidities be- 
tween 40 and 60 per cent appears to be 
practicable and acceptable. 

“Air movement—the air movement in 
the average work place should be such 
as to cause no annoyance to the occu- 
pants and still be sufficient to effect an 
adequate air change.” 

For summer comfort, however, the 
same study regards it as impracticable 
to reduce the indoor temperature more 
than ten to 15 degrees below the out- 
side temperature under maximum out- 
side conditions because “this reduction, 
provided the relative humidity has like- 
wise been reduced, gives a sufficiently 
comfortable condition. The inside tem- 
perature should approach the outside 
temperature as the latter approaches 
80° F. Thus, too great a contrast be- 


Building the Bank Check 
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Wroe Nonalterable Bond 
is not obviously safety pa- 
per. When the crook tries 
to alter a check he wrecks 
the job before he knows 
what he is up against. See 
below. 


for 
Beauty 


Beauty is introduced into mate- 
rial objects to enhance them in the 
eyes of the purchaser''—says Earnest 


Elmo Calkins. 


Right at your elbow—your check. Is 
its beauty a keen business tool for you, 
impressing the worth and solidity of 


your bank on all who handle it? 


Absence of pattern—in Wroe Non- 
alterable Bond—permits the artistry of 
your design—and the engraver's skill 


—to appear to maximum effect. 


And it represents the maximum of 


safety. 


Ask your lithographer or printer to 
show you checks on this Superlative 


Safety Paper. 


W. E. Wroe & Co. 


(Producers of Construction Bond) 


22 West Monroe Street Chicago 


tween the inside and outside tempera- 
tures is avoided.” 

If a banker is at all interested in air 
conditioning and the healthful results, 
he may wonder if he can make the im- 
provement in his bank in a small way 
first. In other words, is it necessary to 
install a system for the entire bank, or 
can he try it first in his own office, in 
the directors’ room, in the safe deposit 
vaults or elsewhere? 

He can, for within the last year or 
two much progress has been made in 
providing efficient small systems for the 


conditioning of small spaces. There are 
now available various means for humid- 
ifying and warming air in winter, cool- 
ing and de-humidifying it in summer. 

The important thing to remember is 
that air conditioning is not a new fangled 
heating system, not a trick method of 
“ventilating,” nor a sort of refrigerating 
plant, but the scientific combination of 
all these functions governed by laws as 
exact as the so-called exact sciences, and 
subject to the careful engineering that 
a banker would look for in the erection 
of the building itself. 
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Pact FIC 


LIGHTING 


CORPORATION 
Established 1886 


Dividend Notice: Common Stock Quarterly Dividend 
No. 90 of 75 cents per share, payable February 15, 1932, 
to stockholders of record January 20, 1932. 


$6.00 Preferred Stock Quarterly Dividend No. 98 of 
$1.50 per share, payable January 15, 1932, to stockholders 


of record December 31, 1931. 


Dividends on the foregoing issues, as well as on all the out- 
standing Preferred issues of the subsidiary companies, have 
been paid without interruption since the initial dividend. 


LOS ANGELES GAS & ELECTRIC CORP. 
SOUTHERN CALIFORNIA GAS CORP. 
SOUTHERN CALIFORNIA GAS CO. 
SOUTHERN COUNTIES GAS Co. 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET,SAN FRANCISCO 


The Solution of One 
Country Bank Problem 


(CONTINUED FROM PAGE 583) 


bank half way by making checks against 
him available as soon as they would be 
if the check were collected through the 
clearinghouse of the city from which 
the check comes to him. This can be 
done by agreeing to a charge against 
his account at his metropolitan corres- 
pondent or by wire transfer through the 
Federal Reserve Bank or through his 
correspondent, making the funds avail- 
able as though the check had been pre- 
sented through the clearinghouse. 
Proper competition by the country 
bank competitor of the metropolitan 
bank for this business will not be detri- 
mental to the metropolitan bank because 
the maintenance of proper liquidity will 
require the carrying of larger balances 
by the country banker which his metro- 
politan correspondent and the country 
banker will automatically be relieving 
the metropolitan banker by carrying 
some of the borrowing needs of the de- 
positor which would ordinarily fall on 
the shoulders of the larger bank alone. If 
these three bases of competition—avail- 
ability of funds, proper lines of credit 


and fair rates and cooperation with the 
depositor when transfer of funds is 
necessary—are given proper considera- 
tion and the commercial depositor un- 
derstands that the country banker is 
making these arrangements, I am quite 
satisfied that the country banker will 
be able to retain his fair share of the 
large commercial deposits which should 
remain in his community. 


COMPARISONS WITH CANADA 


WE have heard much of the compar- 
isons between banking systems in the 
United States and those of Canada and 
abroad. Without entering into a discus- 
sion of that subject, I believe one can 
say that, without doubt, our present 
type of individual and unit banking 
system has been an important factor in 
the great development of this country. 

However, as long as five or seven men 
with proper capital and a reasonable 
reason for opening a bank can obtain a 
bank charter, whether State or Nafional, 
just so long will we have before us the 
problem of bankers who do not under- 
stand their obligations and consequently 
because of that lack of understanding, 
do not understand why their banks 
should not be able to compete properly 
with others. 

Unit banking is, in the face of a pres- 


ent tendency toward chain and branch 
banking, seeking justification and it js 
entitled to that justification only if our 
bankers in the country banker classifi- 
cation will drop their lethargy and get 
to work and study their problems. 

We have enlightened banking in the 
majority of our large metropolitan 
banks of New York, Chicago, Philadel- 
phia, Boston, St. Louis, San Francisco, 
Los Angeles and other of such cities and 
we have some very clever bankers 
among our so called “country bankers” 
but the average of properly and efficient- 
ly managed banks in the group we are 
discussing is still far from satisfactory. 

Until we bend our efforts to increase 
this average by the adoption of correct 
and efficient rules of bank management, 
the flight of deposits to the well man- 
aged, larger banks will continue to the 
detriment of the remaining country 
banks, and country banking or unit 
banking which has been the very life 
blood of our economic and financial 
development will fail to serve the com- 
munities as it should. We will then be 
faced not with the branch banking with- 
in trade areas which is understandable 
and serviceable, but with the type of 
branch banking which must, because of 
distance, be mechanical and will fail 
utterly to understand the local problem 
with the understanding necessary to the 
continued development of our commun- 
ities and country. 


NOT INFLATIONARY 


A recent bulletin of the 
First National Bank of Bos- 
ton states that the Glass- 
Steagall Act and other recent 
banking legislation in Wash- 
ington were designed to “ar- 
rest deflation”, and not to 
encourage inflation. “Any 
tendency toward inflation’, 
it continues, “would most 
likely come through restored 
confidence accompanied by a 
return of currency from 
hoarding. But such a move- 
ment, which at present seems 
remote, could be held in check 
by the safeguards provided 
by the bill including the lim- 
itation upon the life of these 
measures as well as by the 
discretionary powers given 
the Federal Reserve author- 
ities.” 
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What a Non-Banker 
Thinks About Banking 


(CONTINUED FROM PAGE 550) 


banks do? They promptly published 
prominent advertisements declaring that 
the Brooklyn institution was absolutely 
sound and pledged their individual and 
combined resources to enable the insti- 
tution to pay out every penny on de- 
posit if need arose. That had instanta- 
neous effect. Withdrawals immediately 
ceased. Calm was restored. 

“The evil that men do lives after 
them; the good is oft interred with their 
bones.” The good which metropolitan 
bankers have done all through these 
distressful times is interred in deep se- 
crecy. Their greatest deeds of helpful- 
ness, their worthiest constructive work, 
their heroic salvaging of sorely-harassed 
but solvent institutions throughout the 
land, cannot be told. More “air pockets” 
than the public will ever know have been 
hastily filled by our biggest banks in 
our biggest cities. 

To uncover these courageous protec- 
tive steps would help the reputation of 
maligned bankers but would hurt the 
aided parties and hurt sentiment. There- 
fore, the bankers must take the kicks 
and forego the credit. They must suffer 
in silence. 

The public can accept it as a gospel 
truth that an astounding number of 
weak spots, of menacing situations, of 
threatened explosions have been success- 
fully handled solely because of succor 
speedily supplied by leading banks in 
New York, Chicago and other central 
cities, 

Shall I betray one secret? 

One Treasury offering of securities, 
months ago, proved a fizzle. Subscrip- 
tions fell alarmingly short. To have pro- 
claimed to the world at a time when ap- 
prehension was rampant both abroad 
and at home, that a United States Gov- 
ernment issue had failed to find buyers 
would have precipitated chaos. 

Who came to the rescue? 

The widely-condemned heads of our 
most influential financial institutions. 
Secretary Mellon implored them, by tel- 
ephone, to double and treble their sub- 
scriptions. The dynamic Ogden L. Mills 
became equally busy. Although the 
bankers felt certain that the issue would 
immediately fall below par and inflict 
heavy loss upon them, they patriotically 
rose to the occasion. 

As anticipated, the price fell swiftly 
and severely. 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


GMAC NOotTEs 


are a standard medium for short term investment. Based on 
highly liquid assets, they provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
gations are in country-wide demand for the security port- 
folios of individuals, institutions and thousands of banks. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL MorTors 


ACCEPTANCE 


OFFICES IN 
Executive Office ~ 


CAPITAL AND SURPLUS 


Many borrowers complain that their 
bankers have been hardboiled, that they 
have rigidly insisted upon adequate col- 
lateral, ample margins. 

Let me relate this pat incident: One 
of my friends found his finances in 
parlous state in October, 1929. He suc- 
ceeded in inducing his bankers to ex- 
tend leniency, confident that the worst 
had passed and that, given grace, he 
could retrieve his shattered fortunes. 
The upshot was that his losses became 
so overwhelming that he finally agreed 
to being sold out. He found himself in 
far worse plight than had he been com- 
pelled to live up to the normal rules 
governing banking. He poignantly re- 
gretted that his bankers, instead of being 
indulgent, had not been hardboiled. 

After all, bankers are but custodians 
of your funds and mine. Their duty, 
first, last and always is to do every- 
thing possible to return our money on 
demand. To make sure that they could 
do this, they reasoned—rightly—that, in 
face of nationwide nervousness and 
spreading hoarding, they must put 
themselves in an unusually liquid con- 
dition. Had the principal banks in our 
principal cities allowed an undue per- 
centage of their assets to become frozen, 
had they consented to carry an undue 
amount of impaired loans, had they 
dipped unduly into reserves, they would 
not have been in a position to respond 
to the many calls made upon them. 

What struck unfortunate borrowers 
as hardboiled action was, in reality, 
nothing but hard sense, sound banking 


PRINCIPAL 
BroADWAY at 57TH STREET ~ 


CORPORATION 


CITIES 
New York City 


SEVENTY MILLION DOLLARS 


practice, best in the final analysis for 
all. (All of which is not to be inter- 
preted, however, as meaning that in 
no instances have bankers gone too far 
in withholding credit or insisting upon 
the liquidation of credits.) 

How the world regards American 
bankers has been forcefully demonstrat- 
ed during recent times. When the chief 
financial capitals of the world decided 
to form, for the first time in history, 
a truly international bank, the Bank for 
International Settlements, whom did 
they choose to head it? An American, 
Gates W. McGarrah, New York banker. 

Again, when Germany’s financial dif- 
ficulties became so tangled as to threaten 
a total collapse there, with incalculable 
repercussions throughout the world, 
whom did the bankers of the nations 
chiefly involved select to head the pow- 
erful committee organized to evolve a 
workable solution? None other than an 
American banker, Albert H. Wiggin. 

Bankers, like the rest of us, freely 
admit that they are in business primari- 
ly for profit rather than for patriotism 
or philanthropy. They lay no claim to 
sainthood. They have been guilty of 
sins of omission and sins of commis- 
sion, guilty of the sin of shortsighted- 
ness, guilty of the sin of putting self- 
preservation first—even as you and I. 

But, by and large, our bankers, in 
character, in calibre, in common sense 
stack up creditably against any other 
class in the commonwealth. I am sure 
they claim no higher rating. No lower 
rating do they deserve. 
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| Equally True 
With Office 
Buildings 


“It’s the Passenger, not the 
Driver, who sees the scen- 
ery. 

Both hands on the wheel 
.. . both eyes on the road... 
little time is left for sight- 


seeing.” 


Many an OFFICE BUILDING is 
suffering today because the agent is 
so conscientious in watching sup- 
plies . . . the cleaning women and 
what not .. . that he misses entirely 
the picture of tenant possibilities. 
It takes more than a housekeeper 
and collector to make a building 
pay profits. Why not get a prospec- 
tus from this income building or- 
ganization and chart a new income 
curve for 1932? 


A box number is used because the 
very nature of our business relations with 
clients is always on a confidential basis. 


Address your reply 
to Box BM, in care 


of A.B. A. Journal 


RECENTLY 


(CONTINUED FROM PAGE IX) 


House, 350-15. President names 
Benjamin N. Cardozo, chief judge 
of the New York Court of Ap- 
peals, to succeed Oliver Wendell 
Holmes as Associate Justice of the 
Supreme Court. (New York) 
City tax valuations rise $814,000,- 
000; protests set record. Taxes 
levied against estate of Thomas 
F. Ryan have grown to $25,053,- 
659; assets have shrunk about 
half since appraisal in 1928. 
(Rome) American “tip” reveals 
infernal machine in St. Peter’s 
Cathedral. (Berlin) Hindenburg 
announces he will stand for re- 
election. (San Francisco) A. P. 
Giannini wins proxy fight for con- 
trol of $300,000,000 Transamerica 
Corporation. 


(Washington) Mills offers tax 
plan to raise $1,123,000,000 in 
fiscal year beginning July 1, next. 
President finds hoarding on de- 
crease. (Paris) Left groups in 
Senate overthrow second Laval 
Ministry, 157-134, on confidence 
vote. (New York) Mrs. Minnie 


Maddern Fiske, stage favorite, 
dead. (Washington) Senate de- 
feats La Follette-Costigan dole 
plan 48-35. House votes 335-56 
to abolish ‘““Lame Duck” sessions; 
must be ratified by three-fourths 
of states. 


(Washington) President asks 
power to merge bureaus in econ- 
omy drive. Short selling opposed, 
defended, before House Judiciary 
Committee. (San Jose, Costa 
Rica) Revolt kills 10; U. S. 
Legation hit by Costa Ricans. 
(Washington) Senator Glass 
charges banking community with 
being “frightened to death” with- 
out warrant; blames present diffi- 
culties on “banking cowardice”. 
(Ottawa) Canada rejects New- 
foundland’s offer to sell Labrador 
for $110,000,000. (Washington) 
Aggregate deposits of national 
banks off $1,135,037,000 since 
September, Comptroller reports. 


(Chicago) Mayor Cermak to 
drop 2,400 employees, saving 
$7,000,000. (Washington) Ad- 
ministration favors “baby bond” 
offering to stop hoarding. (Lon- 
don) Bank of England rate cut 
from 6 to 5 per cent. (New York) 
First returns on Literary Digest 
Wet-Dry poll show 5-1 for re- 
peal of 18th Amendment. (Paris) 
Paul Painleve asked by President 
Doumer to form “Cabinet of Con- 
ciliation”. (Los Angeles) William 
G. McAdoo comes out for Speaker 
John N. Garner as Democratic 
Presidential nominee. 


(Washington) President warns N. 
Y. Stock Exchange it must protect 
investors against short selling. 
Senate passes Glass-Steagall bill 
in amended form; Houses to con- 
fer on measure next week. 
(Shanghai) Japan renews offen- 
sive with heavy artillery attack. 
(Dublin) Victory for Eamon De 
Valera near in Irish Free State 
election; pledged to repudiate 
Oath of Allegiance to King George 
and $25,000,000 annual payments 
to Great Britain. 


(Shanghai) Japanese start second 
day of big push against Chinese 
defenders. Tokio may send entire 
army here, reports say. (Paris) 
Painleve fails to form new French 


cabinet; Tardieu succeeds in shap- 
ing new ministry to succeed 
Laval’s. (Buenos Aires) General 
Augustin P. Gusto assumes Presi- 
dency of Argentina with simple 
ceremonies. 


(Shanghai) Chinese troops con- 
tinue to hold out against Japanese 
attack. (Tokio) Japan returns 
party in power (Seiyukai) by 
landslide in election. (Washing- 
ton) Speaker Garner accuses 
President of seeking to “dictate” 
changes in Government depart- 
ments; co-operation era at Capi- 
tal threatened with termination. 
(New York) Churches mark 
200th anniversary of George 
Washington. Nicholas Murray 
Butler declares first President was 
not an “‘isolationist”’. 


(Washington) President bids na- 
tion follow ideals of Washington, 
in opening bi-centennial celebra- 
tion in Congress. (Shanghai) 
Japanese attempt to surround 
Chinese after failing in direct 
thrust at defenders’ lines; heavy 
casualties reported. (Berlin) 
Chancellor announces plans for re- 
organizing Reich’s banking system; 
three giant institutions are set up. 
Hitler enters race for Presidency 
against Hindenburg. (New York) 
Treasury’s financing program for 
March estimated at $1,000,000,- 
000. 


(Shanghai) Chinese repulse Ja- 
pan’s storm troops; counter-attack 
in face of big guns; foe halts to 
wait for help from home. (Wash- 
ington) Garner proposal for ““econ- 
omy committee” to draft Gov- 
ernment departmental consolida- 
tions plan wins by overwhelming 
majority. (New York) Trial of 
Joseph A. Broderick, State Super- 
intendent of Banks, on charges of 
neglect of duty in connection with 
failure of Bank of U. S., begins in 
General Sessions Court. (Albany) 
$15,000,000 bi-party tax plan 
adopted to aid idle. (New York) 
“Police Gazette’, of barber shop 
fame, founded in 1845, forced into 
receivership. (Washington) Ban 
on lending to large banks delays 
Glass-Steagall measure. (New 
York) International Harvester, 
leading farm implement manufac- 
turer, shows 1931 deficit after 
dividends of $15,412,371. 
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This Month’s Contributors 


EORGE E. ANDERSON, a fre- 

G quent contributor to the JOUR- 

NAL, lives in Washington and is 

in close touch with legislative trend and 

financial developments in the capital 
city. 

G. FRED BERGER, who discusses 
the commercial deposit problems of 
country banks, is treasurer of the 
Norristown-Penn Trust Company of 
Norristown, Pa. 

W. IRVING BULLARD is vice-presi- 
dent of the Central Republic Bank and 
Trust Company of Chicago. Last year 
he conducted two campaigns resulting 
in over $8,000,000 in new business. 


JOHN HANCOCK CALLENDER 
is associated with a prominent New 
York architectural firm. He is a Yale 
graduate and a former assistarit editor 
of Architectural Record. 

B. C. FORBES is one of the country’s 
foremost financial and business writers. 
He is a close student of banking and his 
article in this issue is both timely and 
welcome, and ought to have a good 
tonic effect. 


HARRY J. HAAS is the President 
of the American Bankers Association 
and vice-president of the First National 
Bank of Philadelphia. He discusses the 
far-reaching economic bearings of the 
railroad industry in urging relief for 
the carriers to speed general business 
recovery. 


JOHN G. JACKSON, who presents 
the lawyer’s viewpoint on trust com- 
pany activities, is a prominent member 
of the New York Bar and is Chairman 
of the Special Committee on Unauthor- 
ized Practice of the Law, American Bar 
Association. 


W. F. KEYSER is Chairman of the 
Insurance Committee of the American 
Bankers Association and Secretary of 
the Missouri Bankers Association. 


DEAN LANGMUIR is an econo- 
mist who has specialized in the invest- 
ment field. He is vice-president of Dis- 
tributors Group, Inc., in charge of 
research. 


OGDEN L. MILLS, Secretary of the 
Treasury, and Cot. FRANK KNox, 
chairman of the Citizens’ Reconstruc- 
tion Organization, contribute special 
messages on the importance of the 
Government’s reconstruction bond pro- 
gram in its direct relation to the banks 
of the country. 

B. O. MOODY is vice-president of 
the First National Bank of Amherst, 
Mass. He draws upon his personal ex- 
perience in believing that the Stock Ex- 
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Before you lend on mortgage 
demand this title protection 


When lending on mortgage, title insurance is a sure way to avoid 
loss or the expense of litigating title disputes. 

Most of the large mortgage lending institutions recognize the im- 
portance of title safety and require a Mortgagee Title Insurance 


Policy before granting a loan. 


This Company, which insures titles to real estate located anywhere 
in the United States, has 3500 agents and correspondents. 


NEW YORK TITLE AND MORTGAGE COMPANY 
Capital Funds over $60,000,000 


135 Broadway, New York 
A UNIT OF THE MANHATTAN COMPANY 


change can lead the way out of the 
business depression. 

EDWARD J. REILLY, who looks at 
the problems in trust investment man- 
agement, is the trust counsel of Moody’s 
Investors Service, New York. 

F. W. SIMMONDS is well known to 
bankers as the Deputy Manager of the 


American Bankers Association and as | 


Secretary of both the State Bank Di- 
vision and the Bank Management Com- 
mission of the Association. He gives the 
step by step procedure in how to or- 
ganize a clearinghouse. 

DR. MAX WINKLER is economist 
for Bertron, Griscom and Company. He 
writes on “The Ancestry of Short 
Selling”. 


Improvements in 


Blanket Policy 


(CONTINUED FROM PAGE 573) 
the market a new policy known as 
“Form No. M500, Limited Liability.” 
This form has not been approved 
by the Association’s Insurance Com- 
mittee because it limits the retroactive, 


automatic restoration feature. At the| 


top of this policy the following lim- 
itation is clearly indicated “It is agreed 
that the total amount recoverable un- 
der this Policy shall not exceed $ 

The blank is filled in with a figure 
equivalent to two, three, four or five 
times the amount of the policy and as 
the amount of restoration is thus limited 


or decreased, the premium charged is} 


correspondingly lower than the cost of 


the approved H.A.N. Form (C) policy 


with its unlimited restoration. 


MORE 

THAN 

$500,000,000 
RESOURCES 


ECURITY - First 
NATIONAL BANK 
OF LOS ANGELES 


Fully equipped to do every kind 
of banking and trust business 
with branches in 61 communi- 
ties, extending from Fresno and 
San Luis Obispo to Imperial 
Valley. 


When a banker has valued customers 
leaving for Southern California, he 
will do them a favor by giving them 
letters of introduction to Security- 
First National Bank. 


THE NEW JOURNAL 


This March issue of the Journal comes to 
you, not only in a more modern dress, but 
with far-reaching improvements in edito- 
rial content which increase its practical 
usefulness to every @he of your bank offi- 
cers and directors. 

Now is the time of all time to send the 
Journal each month to each of the key men 
in your organization—and a group of five 
or more subscriptions may be placed at a 
cost of only $2.00 each. Send your order to- 
day to A. B. A. Headquarters in New York. 
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the 


BANKER 


fo your D EALER 


“TIM, what are your plans 
for this year?” 

Then Jim tells his Banker 
in great detail just how he ex- 
pects to increase sales and 
profits through more efficient 
operation, how he expects to 
regain the money he wants to 
borrow now for sustained and 
aggressive effort. 

As a Banker you are inter- 
ested in “Jim”. 

Perhaps he is the dealer of 
one of the companies in which 
you are interested. The sales 
of your company in a particu- 
lar community may depend 
upon the reaction of Jim’s 


Banker to his story. 

Make sure that Bankers in 
every community know about 
your companies, their products 
and their services. To do this 
efficiently and economically 
you should use the pages of 
this, your own publication. 

The Journal with its circu- 
lation of over 34,000 reaches 
every important bank in the 
country. These thousands of 
Banker contacts have devel- 
oped valuable information in 
our files. May we tell you 
more about why we believe the 
Journal can be helpful to 


AMERICAN BANKERS 


ACTS and figures on the Association 


Banker and Banker In- 
fluence are available. Briefs JOURNAL 
showing the im portance of the 22 East 40th St. Now Veek 
Banker and his relationship to 
business may be had for the Atpen B. Baxter, Adv. Mgr. . . . . . New York 
asking—or better yet, why not J. Howarp SNow . . . . New York 
let one of the Journal’s staff H. Kenyon Pope. . 230 No. Michigan Ave., Chicago 
bring them to you? R. J. Brew & Co. . . Tos Angeles and San Francisco 
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The Condition of 


Business 
(CONTINUED FROM PAGE 575) 


put and thereby increased per unit man- 
ufacturing costs, made the factor of es- 
tablished industrial wage rates in some 
lines assume a prohibitive ratio in the 
production picture. Industry could not 
go on paying to labor a volume of wages 
greater than the social wealth it actu- 
ally contributed. A constructive develop- 
ment has been wide acceptance by labor 
of the fact that the restoration of prac- 
tical business operations is the one way 
to preserve jobs and create purchasing 
power. 

In the securities markets there was 
evidence of some relaxation of value de- 
stroying deflation. In the bond market it 
was reported that there was less pres- 
sure from banks selling United States 
Government and other standard issues, 
doubtless a reflection, in turn, of a let- 
up in the pressure on them. During the 
third week in February there developed 
a consistently strengthening trend in the 
bond price index whose continuance 
would bear important implications. 

An event of very considerable mo- 
ment was action by the New York Stock 
Exchange to put a curb on short selling. 
It announced that since customers of 
stock brokers generally do not appre- 
ciate that their usual form of agreement 
with them permits brokers to lend secur- 
ities purchased on margin, members of 
the Exchange must cease this practice 
except on specific authorization in writ- 
ing. It also required that members shall 
at stated periods bring to the attention 
of all customers their right to revoke 
any authorization theretofore given for 
the lending of securities. The purpose 
and effect of this will be to reduce and 
bring under control “bear raids” by set- 
ting up potential control over the use of 
marginally owned stocks for deliveries 
on short sales. 

Without entering into the argument 
as to what place short selling holds in 
the machinery of the Stock Exchange, it 
may be said that this move by the Ex- 
change authorities will doubtless do 
much to reduce the fear, and the real 
danger, to the owners of securities, 
whether outright or on margin, arising 
from the always present possibility of 
the use of bear operations to destroy 
values premeditatedly. By the protec- 
tion of the economic integrity of stock 
market prices, general public financial 
confidence will be materially aided, since 
the effects of the artificial depression of 
quoted values are in no sense restricted 
to the market itself but permeate the 
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Developments such as the foregoing | 
give encouragement to public confidence 


that, despite many unfavorable and 
sufficiently well-emphasized symptoms, 


there are also healing processes at work | 
knitting up vital tissues in the body | 
economic and establishing the basis for | 


a return to health. 
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The Padua “Protection” Sign 
Is a Warning to the Bandit 


N2 bandit will take a chance in a bank 
where any one of several persons can 
raise his foot slightly and quietly call the 
police. Let us explain how the Padua Foot 
Unit will fit in with your system. 


Lift of foot sets off alarm No false alarmvia the broom 


PADUA Hold-Up Alarm Corporation 
90 Seneca Street Cohoes, N. Y. 
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This March issue of the Journal comes to 
you, not only in a more modern dress, but 
with far-reaching improvements in edito- 
rial content which increase its practical 
usefulness to every one of your bank offi- 
cers and directors, 

Now is the time of all time to send the 
Journal each month to each of the key men 
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How Many Can You Answer? 


These questions were taken verbatim 


from the examination requirements 


of the American Institute of Banking 


1. White holds Smith’s note, indorsed 


by jones and Brown. On the day 
of maturity, White goes to Smith’s 
office, informs him that he holds the 
note but has left it in his safe, and 
demands payment. White refuses to 
pay. In a suit against Jones and 
Brown, they plead discharge by rea- 
son of non-presentment for pay- 
ment. Is their defense good? 


. From the standpoint of safety, 
liquidity, yield, and general ease in 
handling, contrast the following: 
(a) A $65,000 loan upon a stock of 
tobacco worth $100,000 at current 
market quotations, stored in a li- 
censed warehouse. 


(b) A $65,000 loan upon a block of 
stock of the American Tobacco 
Company, salable at $100,000 at 
yesterday’s closing quotation on the 
New York Stock Exchange. 


. Tell something of the interrelation 
of demand, supply, and price, show- 
ing what is meant by the equilib- 
rium of demand and supply. 


. Explain clearly how acceptances are 
used in financing foreign trade re- 
lations. 


. A, intending to sell his stock to B, 
makes a full assignment on the back 
of the certificate to B and lays it on 
his desk. A few hours later, B comes 
into A’s office, finds him absent, 
and notices the certificate of stock 
with the indorsement to him there- 
on. B picks up the certificate and 
immediately has the stock trans- 
ferred to his name. A few weeks 
later the company pays a dividend 
to B, whereupon A discovers B’s 
fraud. Can A hold the company 
liable for paying the dividend to B? 


. (a) Distinguish between the func- 
tions of transfer agent and registrar 
of corporate stock. 


(b) What are the duties of the 
registrar of bonds? 


. What precautions should be taken 


by a bank in loaning money on 
warehouse receipts? 


. The purpose of a reorganization is 


to remove the conditions that have 
brought about financial difficulties. 
Show the ways and means by which 
a reorganization may remove these 
difficulties. 


A executed and delivered his prom- 
issory note to B, in payment of 
work to be done in pursuance of an 
executory contract entered into be- 
tween A and B. B immediately in- 
dorsed the note to C, who was a 
holder in due course. At maturity, 
C sought to recover the amount of 
the note from A, but A pleaded as a 
defense a failure of consideration, 
since B had never performed his 
part of the contract. Is this a good 
defense? Reasons. 


. Explain the following: 


(a) The operation of the gold 
settlement fund. 
(b) The advantages resulting from 


the operation of the gold settlement 
fund. 


. (a) Is the earning power of an in- 


dustrial company the best or the 
only test of the safety of its bonds? 
Explain. 

(b) How should this test be ap- 
plied? 


. A was the holder of a negotiable 


promissory note payable to bearer. 
He negotiated the note to B by mere 
delivery. B then negotiated the note 
to C by delivery only. It appears 
that the note was a forged instru- 
ment, and the alleged maker refused 
to pay. What recourse, if any, would 
C have as against B? as against A? 


13. (a) What are the characteristics of 


a desirable secondary reserve invest- 
ment from the standpoint of a com- 
mercial bank? 

(b) In what particulars does the 
broker’s demand loan measure up 
or fail to measure up to these quali- 
ties? Explain. 


. Explain fully all taxes of decedents 
which must be looked after by (a) 
administrator or executor, (b) 
guardian or committee. 


. Jones, Smith, and Green are part- 
ners. Jones becomes tired of the 
business and sells out his interest to 
White. White is a man of the high- 
est standing socially and financially, 
but Smith and Green do not like 
him personally and refuse to allow 
him to take Jones’ place in the firm. 
What are White’s rights? 


. What is meant by the law of dimin- 
ishing returns in agriculture? 


. What questions will generally guide 
a Federal Reserve bank in accepting 
paper for rediscount? Discuss fully. 


. In the statements of two companies 
which have applied to your bank for 
a loan, the current assets appear as 
follows: 


COMPANY A 


Accounts Receivable 
Notes Receivable 
Merchandise 


The companies are in the same line 
of business; trade terms are 2 per 
cent 10 days, 30 days net, open ac- 
count. Company A wants to borrow 
$10,000 on its own paper. Company 
B asks you to discount its notes re- 
ceivable for $10,000. The situation 
otherwise being the same, which ad- 
vance would you prefer to make? 
Why? 


14 
7 
2 
9. 
18 
3 
4 
Accounts Receivable ........ 20,000 
Merchandise ............... 25,000 
; 5 
COMPANY B 
$50,000 
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